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This report was drafted in autumn 1981 and a summary appeared in "The

- Agricultural Situation in the Community - 1981 Report" publishea in
conjunction with the Fourteenth General Eeport on the Activities of the
European Communitiues. TLespite the retrospective nature of the report, the
departments concerned have as far as possible updated the key figures relating

to the Ten.
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Market for Agricultural Products

Introduction

Examination of the markets for agricultural products is separated into two
distinct sections. The first focuses attention on those sectors which
represent about two thirds of agricultural output and on which more than 75%
of the total agriculture budget is spent: cereals, sugar, fruit and
vegetables, wine, milk products, beef and veal and pigmeat. This review by
sector includes reference to the pattern of production and consumption and to
the development of the internal market in terms of prices and support measures
taken in the Community as well as the evolution of Community trade in world

markets.

The second part draws the major strands of these analyses together and sets
out the outlook for agricultural markets indicating those sectors where
problems exist or are likely to arise. For a longer term perspective to 1988
the memorandum concerning Guidelines for European Agriculture published by the

Commission in October 1981 should be consulted.

Further details concerning the market situation of all agricultural products
are provided in "The Situation of the Agricultural Markets - 1981 Report”.
Statistical information on all sectors is contained in the second part of the

present report.
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Situation on the principal agricultural markets

Crop products

Cereals

COMMUNITY

1.

The total area of cereals under cultivation in the Community in 1980 was
28.4 million ha or 27.7% of the utilized agricultural area (UAA). There
was considerable variation concerning land use for cereals according to the
Member State concerned. About 70% of the arable area was utilized for
cereals in Germany, Luxembourg and Denmark while only about 7% in Ireland

and 11% in the letherlands.

Production and Consumption

2.

3.

Total production in the Community for 1980/81 was at record levels for
cereals at 124 million tonnes (excluding rice), 5.3% more than for the
previous year. Preliminary indications for 1981/82 are that production
levels will be slightly lower than for 1980/81 at around 121 million tonnes
(excluding rice), owing principally to gales at the beginning of the summer
which caused some damage. It is anticipated that, owing to an increase in
yield, maize production will increase by 5% to more than 18 million tonnes;
in contrast, wheat production will decrease py 2%vto 49 million tonnes,

while barley production should fall by 3% to 40 million tonnes.

Total consumption of cereals utilized in the Community during 1979/80
amounted to 120.3 million tonnes (anticipated to fall by about 2% in
1980/81). 60.6% of all cereals were utilized in animal feed,'34.4% wheat
for human consumption and industrial use, while the remainder was used for

seed (roughly the same proportions as in 1978/79). Within these three
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categories, the percentage varies substantially from one Member State to
another and from year to year, according to the cereal concerned. Total
balance sheets for 1979/80 show that self supply of cereals was around 98%,
while it is expected to be about 105% for 1980/8l.

The use of cereals in animal feed has been significantly affected in recent
years by the growfh of cereal substitutes such as manioc and a variety of
food industry by-products. In.1980, imports of cereal substitutes amounted
to the equivalent of 14 million tonnes of cereals. Imports of manioc have
increased from 2.3 million tonnes in 1974 to 5.5 million tonnes in 1979.
Even if such imports can be stabilized at these levels through such
measures as self restraint arrangementé, imports of other similar products
are likely to increase over the medium term owing to the ease of
substitution. As an example, corn gluten feed imports have risen from

0.7 million tonnes in 1974 to 2 million tonnes in 1980 and can be expected
to increase still further in line with the development of the production of

alcohol from maize in the United States.

Use of home grown cereals has been given some support by the operation of
the silo system which encourages the use of more Community wheat in animal
feed. The trend of decreasing utilization of home grown cereals for animal
feed, however, is continuing (42% in 1979/80 compared to around 50% in
1975/76). This is accounted for by farmers tending to sell more of their
cereals (or producing less oats, normally used for animal feed) and to

purchase compound feedingstuffs made from imported cereal substitutes.

e

Cereals used for industrial purposes have stabilised during 1979/80. There
has been, however, a noticeable increase in the use of maize.and wheat in
the production of starch and glucose as well as in brewerieé (3% in
1979/80). The use of barley has decreased by about 3% principally because

of reduced utilisation in Germany, France and the Benelux.
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Main market features

The 1980/81 marketing year opened with stock levels at about 12.8 million
tonnes, slightly lower than in 1979/80, consisting of 6.4 million tonnes of
common wheat, 0.4 million tonnes of durum wheat and 2.2 million tonnes of
maize in public intervention stocks (the remainder is stored on farms).

The figure for 1981/82 was lower at around 12 million tonnes.

Despite considerable export levels during the 1980/81 year, internal market
prices remained at around intervention price levels owing to large
quantities of wheat and barley being available (in the case of common wheat
the reference price was 17% above the intervention price level). The
notable exception to this general trend was in Italy where the prices of
common wheat and coarse grains maintained a level equivalent to the

threshold price.

As far as intra Community trade during 1980/81 is concerned, France
remained the principal supplier of cereals to other Member States. Its
exports of common wheat, barley and maize decreased from a total of

9.4 million tonnes in 1979/80 to 7.6 million tonnes in 1980/8l.

In the context of decisions made when fixing the prices for the 1981/82
marketing year, the Council agreed to establish a reference price for the
average quality of bread making wheat as well as strengthening the
definition for minimum quality. The effect of these decisions should be to

encourage the use of more common wheat in animal feed.

Furthermorethe Council agreed in principle to the application of
co-responsibility measures in the cereals sector but decided that any
adjustments of the intervention and reference prices would not apply during

the current campaign but would be postponed until the 1982/83 year.
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World markets

World production of cereals (excluding rice) in 1980 amounted to
1.170 million tonnes (1) of which the quantity produced in the Community
was 10.6%. The equivalent percentages of other major exporting countries

of cereals were: US 23%, Canada 3%, Australia 1% and Argentina 2%.

At the beginning of the 1980/81 marketing year world stocks of common wheat
were about 100 million tonnes ﬁith coarse grains at about 74 million
tonnes. These stocks levels tended to decrease during the year owing
principally to strong demand from importing countries such as China and
USSR. As a result, market prices for cereals were sustained in spite of
the need of the United States to open up new markets owing to the
limitation on sales of grain to the USSR. High production levels for wheat
in the US and the Community were offset by poor production levels in
Argentina and Australia: production of coarse grains (in particular maize)
was also much lower in the US owing to drought. Towards the end of the
marketing year, a fall in prices caused by investors looking for better
revenues on capital with high interest rates than in agricultural products
was checked by the removal of the embargo on sales of grain to the USSR.
Signs of significant crop failures once again in the USSR have caused
market prices to rise further even though cereal production in the Northern

Hemisphere has been abundant (in particular maize in the US§.

In 1979/80, the Community imported 17.9 million tonnes of cereals (8.3%
less than in 1978/79), confirming the trend of diminishing imports noted in
1977/78. Of the overall total in 1979/80, 11.4 million tonnes were maize
(over 85% of which was imported from the US), 3.8 million tonnes of common
wheat (over 90% from Northern America including 0.2 million tonnes under
inward processing and about 1.0 million tonnes of barley (80% .from Canada
and 18% from Australia). Total imports during 1980/81 are expected to be
about 17 million tonnes of which only about 11 million tonnes of maize and

3.5 million tonnes of common wheat.

(1) Fao.
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mMotal exports of cereals and cereal products in 1979/80 from the Community
rose by 14% to 17.4 million tonnes: within this total, common wheat and
flour accounted for 10.8 million tonnes. In 1980/8l, the figure for common
wheat and flour rose to around 14 million tonnes (13 million tonnes as
commercial sales, of which over 5 million tonnes were of flour, and the
remainder as food aid). During both these campaign years, sales have been
made to the Community's traditional clients such as West and North Africa,
as well as several European countries (particularlvaoland). In addition
during 1980/81, further sales were made to China and Iran. Flour exports
continued to go to traditional destinations, in particular Egypt, Syria and
the USSR. Barley and barley products (principally malt) amounted to a
total of 4.8 million tonnes in 1979/80 (5.5 - 6.0 million tonnes in
1980/81).

Sugar
COMMUNITY

The total area under cultivation for sugar beet in 1981 rose by 11% more
than in 1980, covering 2% of the utilisable arable area in the Community.
The increase was principally due to world price levels being higher than

Community prices at the time of planting.

In terms of production structures, the trend towards larger units has
accentuated over the past decade, the number of farms producing sugar beet
decreasing from 425 000 in 1970 to 335.000 in 1977 in the Community of 9
Member States (there are currently about 30.000 producers in Greece). At
the same time, the number of sugar beet processing factories has decreased
from 250 in 1972/73 to 212 in 1980/81, a decrease of 15%, accqmpanied by an
increase in total processing capacity of 274. This improvement of
production structures over the past decade illustrates that the development
of production has not been hindered by the existence of a quota system, now

in operation for over & years.
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Production and consumption

Total sugar production in the Community (including Greece) in 1980/81 was
12.% million tonnes, about 2.6% less than in 1979/80. 8.8 million tonnes
was produced within the basic quota ("A" sugar); an amount of 2.1 million
tonnes was reached outside the basic quota but within the maxiumum amount
("B" sugar) while the remainder of the production ("C" sugar) decreased
from 1.4 to 1.2 million tonnes. Owing to the increased area planted in
1981/82, it is estimated that total sugar production during this year will
rise to 14.3 million tonnes. Production of isoglucose in 1980/81 was
18%.900 tonnes.

Human consumption of sugar during 1980/81 in the Community (including
Greece) fell slightly to 9.6 million tonnes (9.8 million tonnes in
1979/80). About 1% of total production went for industrial purposes,
mostly to the chemical industry. Total consumption of isoglucose rose by
12% to 183.200 tonnes. As a result of produétion falling faster than
consumption in the Community during 1980/81, self supply in the Community
diminished from 129% in 1979/80 to 127% in 1980/81.

Main market feature

In early 1981, the Council agreed on a new sugar policy for 1981-85 to
enter into force on 1 July 1981, establishing quotas at about the same
level as previously (assuming that the total for Greece is also included).
The most important element of this decision was the principle that
producers must bear the full cost of exporting sugar in excess of internal
demand in the Community other than the equivalent of about 1.3 million
tonnes imported from ACP countries (to be financed out of the EAGGF). At
the same time, the intervention price for white sugar was iﬁééeased by 8.5

while that for raw sugar rose by 7.5%.
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During the first half of 1980/81, market prices ex factory remained close
to the intervention price in surplus areas of the Community. From February
1981 onwards, internal market prices rose by between 3 to 10% under the
influence of the high level of world prices. - Intra Community trade

(0.96 million tonnes in 1980/8l) decreased by 18% in comparison to the
previous year as a result of the increasing availability of sugar in each
Member State.

WORLD MARKETS

In 1979/80, for the first time in 4 consecutive years, world consumption
exceeded production by more than 5 million tonnes owing to very poor crops
in major producing areas. This led to very high world price levels during
the 1980/81 crop year. World production of sugar in 1980 amounted to

87.3 million tonnes (raw white sugar) of which the quantity produced in the
Community (including Greece) was 16%. The proportions produced by other
major sugar trading countries were: USSR 8.6%, Cuba 8.1%, India 5.4% and
Australia 4%. World sugar production is expected to rise to around

93-94 million tonnes in 1981/82.

In 1981/82, the situation has been reversed owing to a record crop in the
Community as well as normal production levels being recorded in India,
Poland, South Africa and Thailand. In addition, Australia is continuing to
increase the expansion programme it started last year. As a result, world
prices have fallen significantly over the past few months. The Council of
the International Sugar Agreement tried to stabilize the tumbling world
market through the provisions laid down in the Agreement but not with
significant effect. The Community has taken its own initiative by deciding
to hold off about 2.0 million tonnes from the market until the next year.
This action will reduce the expected export level from 4.4 miilion tonnes
in 1980/81 to about 4 million tonnes in 1981/82 including 1.1 million

exported as "C" sugar at the expense of Community producers.
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This has had a stabilising effect on the world market price and should lead
to a decrease in Community sugar production during 1982/83. In 1980/81,
the Community imported 1.145 million tonnes of ACP sugar out of its total

commitment of 1.3 million tonnes under the Lomé& Convention.

Fruit and Vegetables

COMMUNITY
Production and Consumption

Production of fresh fruit and vegetables during 1980 in the Community
(including Greece) rose by 1.1% in comparison o 1979. Apple and pear
production once more slightly decreased while the production of peaches and
table grapes increased by 3% and 3.4% respectively. Vegetable production
remained at the same level as for 1979 at 28.5 million tonnes. Italy was
the major producer of fresh fruit (49%) and vegetables (42%) in the
Community. In contrast, production of processed fruit and vegetables
slightly decreased by about 1.8% mostly due to a decrease in tomato based

products.

Consumption of fruit in the Community (including Greece) in 1979/80 rose by
0.7% to 19.1 million tonnes (89% going for human consumption). The total

internal utilisation of vegetables rose by 1.9% to 33.7 million tonnes.

Market prices fluctuated considerably over the year and were supported in
several instances by temporary measures like countervailing charges on
imports and, occasionally, by safeguard measures. Quantities withdrawn for
apples (6.3% of total production), peaches (2.8%), cauliflowers (0.5%) and
tomatoes (1.3%) were lower in 1980/81 than in 1979/80 but higher for other

products such as pears (6.5%). Turning to trade, fresh fruit imports into
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the Community (excluding Greece) remained at mostly the same level in 1980
as in 1979, around 4.5 million tonnes (including 3.2 million tonnes of
citrus fruit and 0.43 million tonnes of apples) or more than six times the
total export volume. Total imports of fresh vegetables were 1.2 million
tonnes or nearly three times the total export volume. Intra Community
trade for fresh fruits was 2.6 million tonnes in 1980, while the level of

vegetables amounted to 2.4 million tonnes.

Intra Community trade (without Greece) for processed fruit and vegetables
in 1980 remained at a similar level to 1979. Total imports from non-member
countries slightly decreased (increasing for tomato concentrates and
mushrooms, falling for tomato juices while exports rose particularly for

tomato concentrates.

Wine

Production in the Community (including Greece) during 1979/80 reached the
record level of 183 million hectolitres (hl), compared with 144.5 million
hl in 1978/79, accounting for 48% of world production. Domestic
consumption in 1979/80 totalled 162 million hl (140 million hl in 1978/79)
representing an increase of 16%. 80% went for human consumption while the
remainder (30 million hl) was distilled (59% with Community aids). The
level of self supply for the Community (including Greece) in 1980/81 was
112%. For the same period, the level of production is likely to be around
164 million hl while domestic consumption is-estimated to decrease slightly

to 160 million hl.

Intra Community trade for the Community (without Greece) decreased by over
6% in 1979/80 to 5.8 million hl (6.2 million hl in 1978/79). .Exports rose
by 35% to 9.2 million hl over the same period. Imports during 1979/80
amounted to 37.1% less than exports, being 9.4% less in 1978/79 and 46%
more in 1977/78.
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Livestock products

Milk and milk products

COMMUNITY

The'long—term trend of an overall herd of approximately 2% million dairy
cows in the Community remains valid in spite of a fall in numbers by 1.8%
or 450.000 head in 1980. 1In addition, the number of farmers holding dairy
cows continues to diminish, now standing at about 1.8 million or 25% less
than in 1973.

Production and consumption

Milk production in 1980 increased by 2% owing to the rise, as in previous
years, in the average annual yield per dairy cow to 4100 kg per animal. In
1981, however, production is likely to be about only 0.5% higher than in
1980 owing, inter alia, to the reduction in cow numbers as well as a

slowing down in yield growth which has taken place.

High interest rates are affecting new investment by dairy farmers and feed
costs have been considerably increased through the effect of the high

dollar value on concentrate prices. -

An increasing proportion of milk production from dairy cows (about 91%,
amounting to 96 million tonnes in 1980) continues to be sold by farmers to
dairies for processing into milk and milk products. However, as in 1979,
the increase was not used for greater production of the intervention
products of butter and skimmed milk powder. The world market for dairy
produce continued to expand in 1980 and, as a result, Communipy production
of cheese (up by 3.6%), whole milk powder (up by over 25%).4casein (up 26%)

and condensed milk (up 6%) expanded to meet this demand.

Consumption of fresh milk in the Community rose by 1.2% in 1980 encouraged
by improved sales of fresh milk products such as yoghurt and cream; sales

fell, however, in two of the Community's major consuming countries (the
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United Kingdom and the Netherlands). The consumption of cheese also
increased by 2% (3% in 1979). Butter and skimmed milk powder, however,
continue to pose difficult problems for disposal. Consumption of butter

decreased by 30 000 tonnes in 1980 to 1.64 million tonnes.

While part of the decrease could be accounted for by the fact that no
Christmas butter sales took place in 1980/81, there are still substantial
subsidies given for sales of butter to baker and ice cream manufacturers
(about 152 000 tonnes in 1980) and general consumer subsidies applied in
the UK, Denmark, Ireland and Luxembourg. The position is more
unfavourable for skimmed milk powder where only about 15% of the powder
manufactured could be sold in the Community at the fixed price: 60% was
sold as feed while the remainder was exported. Consumption of both whole
nilk powder and condensed milk has not altered in the Community over the
past few years; the disposal of increased production, therefore, has to be

found through expanding export markets.
Main market features

In the context of the price decisions of 31 March 1981, the Council
increased the target price for milk by 9% for the 1981/82 marketing year;
intervention prices for butter and skimmed nilk powder were altered
accordingly. At the same time, the Council also agreed to increase the
flat rate co-responsibility levy on milk production from 2 to 2.5% of the
target price, noting that if additional costs arise as a result of the
quantity of milk deliveries by more than 1% in 1981 compared with 1980, the
Council would take measures to offset these additional costs by appropriate

decisions.

During the marketing year 1980/81, the principal effort in_tpq milk sector
has been to continue to find markets for the necessary voluhebof milk
production at the cheapest unit cost both internally and externally.
mhrough higher export levels of most dairy products as well as the
continuance of internal disposal programmes, the public intervention stock
level for butter has fallen to'a minimal amount while that for skimmed milk

powder has slightly increased. On 9 October 1981, public intervention
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stock levels for butter and skimmed milk powder were at 10 80O tonnes and
345 500 tonnes respectively. This result has been achieved even though the
unit rate of aid for several products (e.g. for skimmed milk powder) has
been held down at low levels and the export refunds substantially decreased

for the major milk products during 1980 and the first half of 1981.

WORLD MARKETS

World milk production increased in 1980 by about the same level as in 1979
(by less than 1%). This low rate of increase was due to lower production
levels in the USSR (-3%) and other Eastern European countries (-1.8%). 1In
contrast, production increased in the U.S. by 4%, Canada by 5% and by 6% in
both New Zealand and Spain. World milk production in 1981 is likely to
expand at a slower rate owing to even lower production levels in Eastern
European countries as well as slower rates of increases in the European

Community and llew Zealand.

The world market for all major dairy products has constantly expanded since
1975. Over the past 6 years, the total volume in the world dairy trade has
increased by more than 2 million tonnes intensifying in its rise
particularly since 1978. The principal reason for this expansion has been
increased consumption in oil-producing countries, individual developing
countries as well as a particularly strong increase in demand from Eastern
European countries, notably the USSR. In 1980, total world exports of
butter and skimmed milk powder increased by 18% and 5% respectively
compared with 1979 (excluding food aid actions). Commercial butter
exports, excluding those to the USSR, increased by 11¢ or 62 000 t. Total
trade in condensed milk and cheese increased by 18% and 12% respectively;
total exports of whole milk powder rose by a spectacular 43%;9r 240 000 t
more than in 1979 owing to the increased demand for raw matérials for the

expanding recombining industry mostly situated in oil-producing countries.
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The expansion in world markets has been assisted by improved international
cooperation on price policies, notably in the GATT, tégether with the
introduction of policy measures in several countries to slow down the
growth in surplus production. Community exporters, alongside other major

exporters, have taken advantage of these expanding markets.

The European Community exported larger quantities in 1980 than in 1979 for
all milk products with the exception of skimmed milk powder in spite of
increased world prices for all the major products. World market shares for
the Community decreased for skimmed and whole milk powder while they
increased for cheese and butter (the total amount of butter and butteroil
exported reached a record level in 1980 of just under 600 000 tonnes
including food aid). At the same time, imports of milk products continued
in 1980, the Community importing about 14% of the total world cheese market
or 96 000 tonnes (78 000 tonnes in 1979) and 11% of the total butter market
amounting to 103 000 tonnes (118 000 tonnes in 1979) almost all from New
Zealand. Further detailed information on particular developments in milk
production in certain countries is given in the situation of the

Agricultural Markets - 1981 report.

Beef and Veal

COMMUNITY

Beef production takes place on more than half of the farms in the
Community, contributing about 16% to final aéricultural production in the
Community. It is mosty concentrated in the Member States with a large
grass production, and coming either from herds producing milk or from
specialised beef herds. The trend towards larger units since 1973 has
continued, the number of producers decreasing at a rate of 4.1% per annum.
The beef herd slightly decreased in 1980; owing principally to a higher
level of slaughtering of adult animals, offset to a certain degree by a

small increase in the number of veal calves.
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Production and consumption

After the cyclical reduction in beef production during 1976 and 1977, total
beef production rose by 3.4% in 1980 (compared to 6.2% in 1979) reaching
7.2 million tonnes (including Greece). Within this figure, adult beef

production rose by 4.1% while veal production decreased by 1.5%.

As a normal indicator, beef consumption goes up roughly in line with the

rate of economic growth. In consequence, consumption of beef and veal in
the Community has slightly diminished by 0.8% during 1980 to 25.7 kg per

head (22.7 kg per head for beef and 3 kg per head for veal). As a result
of rising production and diminishing consumption, self supply in the

Community for beef and veal in 1980 was 102%.

Main market features

During the past three years, market prices of adult beef animals have
remained relatively stable at around 130 ECU/100 kg live weight. In 1980,
the average producer price level in the Community has been at about 82.7%
of the guide price. In the circumstances, the Commission introduced
private storage for about 40 000 tonnes in October 1980 of hindquarters,
extending this to whole and half carcases of veal in November 1980. 1In
addition, a series of measures to support the internal beef market has been
continued including measures to stimulate consumption (e.g. cheap sales
from intervention to social welfare categories) as well as premiums for
suckler cows, veal calves (in Italy) and clean cattle (in the UK). As a
result, producer prices in September 1981 were back to around 85% of the

guide price.

Furthermore, in the context of the price decisions for the 1981/82
marketing year, the Council decided to introduce a Community scale for
adult beef animals in order to establish the guide price in terms of dead

weight as opposed to live weight.’ The‘guide price for adult beef animals
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was also raised by 9% in two stages (6% from 6 April 1981 and an additional
3¢ from 7 December 198l1). Public intervention stock levels are expected to
beat alower level at the end of 1981 (around 250 000 tonnes) compared to

31 December 1980 (350 000 tonnes). Intra Community trade shows no sign of

increasing, stabilizing at around 1.4 million tonnes in 1980.

WORLD MARKETS

The Community produces around 15% of the total world production of beef,
ranking alongside the USSR as the second largest producer in the world, but

well behind the United States.

Beef exports from the Community, as expected, continued their upward climb
during 1980 reaching an overall total of 642 000 tonnes. The principal
destinations were Mediterranean countries (more than 20%), Eastern European
countries (rising to 36%) and to the Middle East (17%). During 1980, the
Community's share of the world market rose from around 15% to 25%. It is
expected that the export level reached in 1980 will be maintained during
1981.

Imports from non-member countries mostly entering the Commﬁnity under
special conditions negotiated bilaterally or multilaterally in GATT
continued during 1980 at a slightly lower level than in the previous year
at 356 000 tonnes (including 59 000 tonnes live animals).

Principal suppliers were Uruguay and Argentina (about 42% of total imports)
and Eastern European countries (more than 20% total imports), Hungary and
Poland in particular accounting for nearly half the total imports of live

animals.
Pigmeat
COMMUNITY

Specialization in this sector has continued with an increase in the number

of pig places per unit. From 1977 to 1979, the number of farms totalling
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more than 200 places increased by more than 11% while those with less than
50 places decreased by 14% over a similar period. It is particularly
striking that pigmeat while taking up only 1.2% of the agricultural budget,

accounts for more than 12¢ of the Community's agricultural output.

Production and consumption

Production of pigmeat in the Community is concentrated in regions
surrounding the North Sea and the Channel as well as in North Italy. 1In
1980, pigmeat production increased by 2.1% over 1979 rising to 10.1 million
tonnes for the Community of 10. Consumption rose by 2% to 9.9 million
tonnes. As a result, self supply in thelCommunity reached 101%, the
highest being in Denmark with 368%. Consumption is likely to decrease by
about 1% in 1981.

Main market features

Market price levels on representative markets fluctuated to a considerable
extent during 1980/8l. Following a rise in price from October 1980 to
March 1981 in accordance with the normal seasonal activity, prices fell and
required support through private storage between 25 May and 11 July 1981
(about 4% 000 tonnes). Seasonal demand then lifted market price levels
from August 1981 onwards, reaching record levels during the autumn of

1981. The basic price, upon which the Community market for pigmeat relies
to ensure a reasonable revenue to producers, was increased by 11% by the
Council in the context of the price decisions in April 1981, effective from
1 November 1981. g

Intra Community trade in 1980 continued to expand reaching 2.24 million
tonnes or 4% more than in 1979 compared with an increase of 10.1% between
1978 and 1979.

WORLD MARKETS

The Community is the world's second largest producer of pigmeat after

China. In 1980, the Community exported 251 000 tonnes (3%.3% more than in
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1979) while importing 240 100 tonnes resulting in a positive trade
balance. Exports of live pigs and fresh meat went mainly to certain East
Furopean countries (e.g. Poland, Hungary and Rumania), while processed
pigmeat was mostly exported to the US and Japan. Major suppliers of
pigmeat and pig products in 1980 to the Community included the US, China,

Sweden and Canada.
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1. CEREALS

1. Introduction

(a)

(b)

General situation:

The 1980/81 cereals marketing year was characterized by an abundant
harvest, particularly of wheat. The already substantial stocks at the
beginning of the marketing year thus increased and were at an even

higher level at the end of the year.

HManagement of the market therefore continued to be difficult,
particularly at the beginning of the marketing year when outlets were
limited by the embargo on exports to the Soviet Union. However, world
demand enabled exports to far exceed those of the previous marketing

year.

The difficulties already encountered on the internal market during the
1979/80 marketing year as a result of high interest rates increasing

storage costs became even more acute.

There was thus massive intervention during the 1980/81 marketing year,

but large quantities were also resold, particularly for export.

Even if some of the difficulties remain in this sector, e.g. those
caused by high interest rates, the 1981/82 marketing year looks like
being less difficult than the preceding ane. Not only will quantities
be less abundant, world prices are also quite firm, having risen

considerably during the first months of the year.

Cereals in Community agriculture:

The total area of cereals in 1980 was 28.4 million ha, or 27.7% of the
utilized agricultural area (UAA). Their importance in the land-use of
individual Member States varied considerably, being lowest in Ireland

and the Netherlands (7% and 11% of UAA respectively) where fodder crops

and permanent grasslands are more important. Cereals are of greatest
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significance in Germany and Denmark (43% and 63% of UAA réspectively)
where they account for about 704 of the arable land; they also account
for a high proportion of the arable land in Luxembourg (70%). 1In the
remaining Member States cereals occupy 50 to 60% of the arable land and

15 to 30% of the UAA.

Cereals' share in final production is a less useful measure of their
economic importance since in many cases a large proportion of
production is used for livestock feeding on the farm where it is
produced. This means that the final production of such cereals is in
the form of livestock products. Thus in Germany, where cereals account
for 43% of the UAA, they represented only 10% of the value of final
production in 1980 because over 40% of the total quantity produced was
used for animal feeding on the farm where it was grown. In the United
Kingdom, by way of contrast, cereals accounted for only 20% of the UAA
but 16.5% of the value of final agricultural production because only
154 of the crop was fed to livestock on the farm where it was grown.
In the Community as a whole, where about 26% of the crop was fed to
livestock on the farm where it was grown, the contribution of cereals

to the finallproduction of agriculture was 12.6% in 1980.

The Community in world cereals production :

World production of cereals (excluding rice) in 1980 amounted to

1 170 million t (according to FAO statistics) of which the Community
produced 10.6% (10.0% in 1979). The proportions produced by the other
major exporters of éereals were: United States 23%; Canada 3%;
Australia 1%; Argentina 2% (see Table Me-1.7)e

Production

Community cereals production in 1980/81 was spared a harsh winter and,
after the fears of drought in the spring, the heavy rain in June ard July
produced high yields; final production - 124 million t for all cereals
except rice - was 3% up on the 1979/80 record of 120 million t and 5.3% up
on 1979/80.
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The total area sown with cereals for 1981 was somewhat down on 1980,

slightly greater preference being given to common wheat over maize and the

other feed grains. The growing conditions were good during the winter and

spring, but the bad weather in the early summer caused some damage; the

preliminary estimates indicate production of the order of 121 million t

(all cereals except rice), i.e. slightly less than in 1980/81.

(a)

(v)

(e)

Common wheat:

The common wheat crop was sown in good conditions in autumn 1980 and
the area was about the same as that harvested in 1980. The milk winter
was followed by bad weather in the summer, and yields are expected to
be about 2% down on 1980. The harvest is forecast at about

49 million t (-2%). The quality of the wheat is not thought to be
excellent and although this can be partly explained by the wet weather,
there is also believed to be a growing tendency among producers to
switch from high-quality varieties to higher yielding but poorer
quality varieties of bread-making wheat. On the other hand, the
production of varieties which are only suitable for animal feeding

seems to have stabilized.
Durum wheat:

The area of durum wheat increased slightly in both France and Greece in
1981 and remained stable in Italy, totalling 2.1 million ha (+1%).

Most of the Community's durum wheat production is in Italy, where the
area has been very stable for a number of years, contrasting with the
declining area of common wheat. Durum wheat now occupies over 50% of
the total wheat area. Yields are also expected to be lower in 1981 and

Community production is expected to be 4.3 million t (-7%).

Rye:

The areas of rye decreased by almost 10% in 1981, and yields are
expected to be slightly lower than in 1980. As a result, production
has fallen by about 14% to 2.5 million t.
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(d) Barley:

‘The total area sown with barley in 1981 (9.8 million ha) is more or
less the same as in 1980. The switch to winter barley has continued in
all Member States, though it is especially pronounced in France and

Germany.

: : 1975 : 1976 : 1977 : 1978 : 1979 : 1980 : 1981
Germany : 39 £ :46% :49% :535% :55% :59% :63%
France :20% :31% :42% :51% :%8% :5% :57%
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This change has had the effect of improving average yields because of
the higher yields of winter barley but it has sometimes had an adverse
effect on quality since some of the winter varieties of six-row barley
which have a lower specific weight and generally lower feeding value

and are less suitable for brewing.

Yields in 1981 are expected to have fallen by 3%%.

There is reported to be sufficient production of malting barley - more
than sufficient in the United Kingdom - despite the wet weather in June
and July. Total Community production of barley is forecast at about

40 million t, some 3% less than in 1980.

(e) Oats:

The area of oats continues to decline (-4.5% in 1980 and -5.1% per year
on average between 1973 and 1979). Production in 1981 was 4.5% down at
7.1 million t.

(f) Maize:

The area of maize in the Community was particularly high in 1979
because it replaced part of the French winter grain area affected by
frost damage. Community production was a record 17.3 million t. In
1980 and 1981 the maize crops were nearer normal (2.7 million ha), with

areas increasing in Italy and decreasing in France, but in 1981 yields
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are expected to be substantially higher, especially in Italy.
Production in 1981 is expected to be over 18 million t (+5%).

3. Consumption

In 1979/80 the total volume of cereals used in the Community amounted to
120.3 million ¢, i.e. thebsame as in 1978/79. About 36% consisted of
wheat, 30% of barley and 24% by maize. The utilization of all cereals was
made up as follows in 1979/80:

human consumption and industrial use: 34.3% (34.2% in 1978/79); animal
feed: 60.6% (60.9% in 1978/79); seed and losses, 5.0% (5.0% in 1978/79).
The proportions vary substantially from cereal to cereal, from one Member
State to another and from year to year; the following table gives the
breakdown by cereals for 1979/80 :

Cereal consumption in 1979/80 - breakdown by cereal

- - —— " ———— " " — - T - - - - — - T e . T T " O T e P A A WD T —— - ———

H Human 3 Aninal ¢ Industrial : Seed and : Total :
: consumption : consumption : use ¢ losses :
Z z 4 % I 4

:Durum wheat : 91.2 : - : - 8.8 :
:Common wheat : 61.2 : 31.7 : 0.9 : 6.2 : 100.0
tRye and meslin: 42.8 : 49.6 : 1.8 : 5.9 : 100.0
:Barley : 0.3 : 78.6 : 15.1 : 6.1 : 100.0 :
:0ats and : : : H
:spring cereal : 3.8 : 90.9 : 0.0 5¢3 : 100.0 :
:Maize : 3.5 : 78.5 1. 16.7 : 1.3 : 100.0 :

- @o - - — o - - - —— = - ——— " G P W= = L . D n = o e T e - . - - S o W - . W Y am o .

Net human consumption increased by 0.4% between 1978/79 and 1979/80.
Allowing for population growth, per capita consumption increased by
only 0.1%. Trends for individual cereals differ, however. Per capita
consumption of durum wheat fell by 3.8% (-2.4% on average over the
period from 1972/73 to 1978/79), while per capita consumption of common
wheat increased by 1% (+0.4% on average for the period 1972/73 tp
1978/79). |
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Net human consumption of cereals in 1979/80 - breakdown by cereal

ot : Net per capita consumption

: H Net overall R e :
: : human consumption : : % change :
: : ('000 t) : Kg per capita : 1978/79 to :
: : : 1979/80

: Wheat - common : 17 843 66.0 : 1.0 :
: - durum  : 2 936 10.9 : 3.8 :
: Rye : 1 049 3.9 : 0.4 :
: Barley : 50 0.2 28.7 :
: Oats : 166 0.6 6.5 :
: Maize : 713 2.6 1.4 :

- - " - — - D -t - — " W A o T A - g - - - A S G - F P - . - D S S TS - G S = S e - - - -

Animal consumption:

The importance of cereals in animal feeding reached a peak in 1972/73
and 1973/74 when they accounted for more than 26% of total energy
requirements (expressed in feed units). This represented over 62% of
the energy supplied by concentrate feeds (i.é. excluding bulky fodder,
root crops and grazing etc.). This proportion had fallen to 55.8% by
1977/78, the year in which the part taken by manioc passed from 1.6% to
3.7% and that of oilcakes from 12.3% to 14.4%. The total quantity of
cereals fed to livestock fell from a peak of 72.3 million t in 1973/74
to 67.1 million t in 1976/77, since when it has only partly fecovered,
to reach 78 million t in 1978/79 and 1979/80.

This decline is principally due to the substitution of cereals by
products such as manioc, oilcakes and a variety of industrial
by-products which may be imported into the Community with little or no
import charge. The most important substatute for cereals is manioc,
imports of which rose from 2.3 million t in 1974 to 6 million t in 1978
to decline again in 1980 to 4.8 million t. Supply difficulties in 1979
and 1980 have temporarily stabilized imports of manioc: at ‘around

5.5 million t and whilst it is possible that further expansion can be
controlled by a voluntary restraint agreement, there is likely to be
strong growth in tﬁé imports of other products. A good example is
maize gluten feed, imports of.which have risen from O.7 million t iﬁ

1974 to 2 million t in 1980 and are expected to rise in line with maize
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alcohol ("gasohol") and isoglucose production in the United States,

since it is a by-product of this process.

The following table compares the consumption of different cereals on
the farms where they are grown with the animal feed use of cereals
which pass through the market (usually purchased as compound

feedingstuffs).

Animal feed use of cereals in 1979/80, on the farm where grown and
through the market - breakdown by cereal

S D A G 3 3 T - S " . A W v P A B A W S - A O " o T - S S e G A S D gmn e

: Cereals : Used on farms : Marketed : Total :

1000 % : 1000t e mr e r————— e ———————

2 1 000 t %

Wheat 4 997 : T 397 12 394 17.0 :

: Rye : 1 025 : 419 : 1 444 : 2.0 ¢
: Barley : 15 016 : 13 108 : 28 124 38.6
: Oats etc.: 5 638 1 698 : 7 3%6 10.1
: Maize : 4 093 : 18 785 : 22 878 : 31.4
: Other : 68 : 639 : 707 : 1.0

30 837 42 046 72 883 100.0 H

Total  tercmm e e et e e ———

42.3% : 57.7% 100.0%

- T > T T - " > - - A ED T W = - D " O Gt - Y = Ay M T W - a0 i S G €3 S Y aan A Sy A7 T - — 0 U W 4 " e e " e

Up to 1975/76, the animal feed use of cereals on the farms where they
were grown accounted for around 50% of the total feed use. Since then,
however, this proportion has fallen to under 45%. 1In part, this shift
is due to a re-assessment of maize used directly on the farm in Italy,
but it may also be due to a greater tendéncy for farmers to sell
cereals and to purchase compound feedstuffs. A growing proportion of
rye production, for example, is being sold by farmers and less is being
used on the farm. Production of oats, a cereal which is largely used

on the farm where grown, is also declining rapidly.
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Industrial use:

The use of cereals for processing and industrial purposes stabilized in
1979/80. There were, however, substantial differences from one cereal

to another.

As noted in the past, the industrial use of maize and wheat is still on
the increase (up almost 3% in 1979/80). These two cereals, which
account for 46% and 3% respectively of industrial use of cereals, are
used mainly for the production of starch and glucose. A large quantity
of maize is also used in the distilling industry in the United Kingdom
(750 000 t in 1979/80) and an increasing amount is used in brewing
(+29% in 1979/80), mainly in France, the Netherlands and the BLEU. The
industrial use of barley,.on the other hand, declined by about 3% in
1979/80, mainly as a result of its reduced use in brewing in Germany,
France and the BLEU.

Self-sufficiency:

The final balance sheets for 1979/80 shows that, following a slight
decrease in production, the degree of self-sufficiency'fell slightly to
97.9%. The decline in production was accompanied by an increase in
domestic consumption of 0.2 million t. Whilst human consumption and
industrial use remained almost stationary, use for animal feed did
increase, but not so much as the previous year. This trend can
probably be explained by the increase in .consumption of wheat and maize

for animal feed at the expense of competing products.

The preliminary estimates of domestic use in 1980/81 are between 118
and 119 million t, i.e. 2% less than in 1979/80. Production, on the
other hand, increased by 5% to 124 million t, so that the degree of

self-sufficiency is estimated at about 105%.
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Summary of the cereal balance sheet in 1979/80

(million t)

_————u—--——-——_--~---———__----—--——-------—--———-——-——-——-—n-_---—-----—_—--—--

:Common : Durum : : : Oats : Other :
¢ wheat : wheat : Rye : Barley : etc. Maize :cereals: Total

----_-__--_---_-'-______:__-___-.__-__;_------_:_-____~-___-__g__--___ ———————

:Het external : : : : : : : : :
:balance (2) :=7.0 : 0.3 :-0.3 : -3.7 : +0.1 : +9.8 : +0.3 : +0.5 :
:Domestic use : : : : : : : : :
:less production: -5.5 : +0.4 :-0.1 : -3.9 +0.3 : +11.1 : +0.3 : +2.6 :

. e (e m e ? .- ® - -0 - - - - HE T T - -
- o - - - - : - fm————— - P Em el e ——— .- - - - -

___——~—---—-—-————-——————_-———--——-_-_——-—-—-———---———--———n-__——---_—————_——--

stock increase
net exports

= stock reduction; -
(2) + = net imports; -

The result is thus net exports totalling about 5 million t.

(e) Stocks: -

The estimation of stocks in the different Member States is undoubtedly
of very variable accuracy as between both Member States and stock
positions. According to the best available estimates, the total stocks
of cereals in the Community at the beginning of the 1980/81 marketing
year amounted to 12.8 million t of which 0.9 million t were held on.
farms. Of the 11.9 million t of stocks in other positions (including
intervention stocks), common wheat accounted for 6.4 million t, durum
wheat for 0.4 million t, barley for 2.2 miilion t and maize for

2.2 million t.

By 1 August 1981 the off-farm stocks are expected to have_fallen to
about 12 million ¢, including around 6.8 million t of comhon wheat (14%
of production), 0.6 million t of durum wheat (12% of production),

1.8 million t of barley (4% of normal production) and about

2.4 million t of maize (12% of normal production but only 8% of

consumption).
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4. Trade

(a) Between Member States:

Trade between Member States of the Community falls into two distinct
categories: trade in cereals of Community origin and trade in or

transhipment of cereals produced in non-member countries.

Briefly, the latter consist of import into oné Member State via another
Member State,generally for sound economic reasons such as vessel size
and port charges, but occasionally in order to benefit from anomalies
arising from the mechanisms of the common agricultural policy and in
particular its monetary compensatory amounts system. The majority of
this trade consists of imports of grain ultimately destined for Germany
and the United Kingdom via the large Benelux ports. The cereal most
commonly involved is maize, exports of which from the Benelux countries
to other Member States amounted to 1.9 million t in 1979/80. There has
also been a significant trade of this kind in common wheat

(1.1 million t from the Benelux countries in 1979/80).

The major Community supplier of cereals to other Member States is
France. French deliveries in 1979/80 totalled 10.6 million t
(including cereal products) as compared with 10.4 million t in
1978/79. Deliveries of French wheat in 1979/80 were 3.8 million t and
in 1980/81 declined to 3.5 million t, mainly because of reduced
deliveries to Belgium, Italy, the United Kingdom and Ireland.
Deliveries of barley decreased slightly in 1980/81, from 2.3 to

2.0 million t, the main customers being Belgium, Germany and Italy.
However a significant part of the consignments to Belgium, which in
1980/81 totalled 0.9 million t of barley and 0.6 millionﬁt of wheat,
are believed to have been for subsequent export to non—hember countries
via Belgian ports. French deliveries of maize to other Member States
fell from 3.3 million t in 1979/80 to 2.1 million t in 1980/81
following the decline in French products in 1980, the principal

customers were the Benelux countries, Germany, the United Kingdom and
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Ireland. Intra-Community trade in cereal products is also of
increasing importance, including such products as wheat flour and

semolina, barley malt and maize grits.

(b) With third countries:

Imports of cereals from non-member countries (reduced by the estimated
level of transhipments) amounted to 17.9 million t in 1979/80 (8.3%
less than in 1978/79) of which 11.4 million t were maize (14.3% more
than in 1978/79). In 1980/81 the preliminary estimates indicate
imports of about 16 to 17 million t of cereals, including only

11 million t of maize. In 1979/80 over 85% of the maize imports came
from the United States, with the remainder coming mainly from
Argentina. Imports of barley and malt in 1979/80 amounted to

1.0 million t. The barley came mainly from Canada (80%) and Australia
(18%). Imports of barley in 1980/81 are estimated at around 600 000 t

and again consisted mainly of imports of Canadian barley into Italy.

Imports of common wheat rose from 3.5 million t in 1978/79

t03.8 million t in 1979/80 and then dropped back again to 3.5 million t
in 1980/81. This total includes temporary imports under inward
processing arrangements for subsequent re-export in the form of flour:
0.2 million t (wheat equivalent) in 1979/80 and about 0.5 million t in
1980/81. Durum wheat imports rose from 0.9 million t in 1978/79 to

1.1 million t in 1979/80. Over 90% of imports in 1979/80 came from
North America and most of the remainder from Argentina. It is expected
that durum wheat imports in 1980/81 will be slightly up, to well over

1l million t. -

Total exports of cereals and cereal products in 1979/80 rose by 14% to
17.4 million t. Within this total, common wheat and flog:‘accounted
for 10.8 million t. Exports of wheat and wheat flour in 1980/81 are

estimated at about 14 million t, broken down as follows: 1% million %
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of commercial sales, of which 5 million t in the form of‘flour, and
almost 1 million t as food aid, of which half was in the form of
flour. The estimated total of commercial flour exports includes around
0.5 million t exported under inward processing arrangements (+), a
practice of considerable significance among millers who are favourably
located (i.e. in ports) because of the substantial economies resulting
either from the purchase of cheap wheat from non-member countries or
from the waiving of import levies on imported wheat when the operation
is done on an equivalence basis (i.e. export of flour of Community
origin set against import of wheat from non-member countries).
Commercial exports of wheat in 1979/80 went to the Community's regular
clients in West and North Africa as well as to countries in Europe,
particularly Poland. 1In 1980/81 the pattern was similar, though a
larger percentage of exports went to Asia (e.g. China and Iran). Flour
exports continued to go to a wide variety of destinationms, with Egypt, -

the Soviet Union and Syria among the most important.

There were again large exports of barley in 1979/80 and 1980/81. Total
exports of barley and barley products (mainly malt) amounted to

4.8 million t in 1979/80, of which 1.7 million t was in the form of
barley products. The gquantities exported in 1980/81 are believed to
have been substantially higher (between 5.5 and 6.0 million ¢,
including 1.7 million t in the form of products, though the principal
destinations of the barley were once again other European countries,
the Soviet Union, the Mediterranean area and the Middle East. In both
years France was the dominant supplier (including French barley
exported through the Belgian ports) though the United Kingdom and

Denmark were also important. -
5. Prices

(a) Common prices:

The reference price for common wheat of bread-making quality has for

several years been fixed for the minimum quality by way of derogation

(+) Inward processing traffic: importation into the Community of products
from non-member countries for processing and subsequent re-exportation;
such operations are exempt from import levies and charges.
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from the Regulation on the common organization of the market. When

fixing the prices for the 1981/82 marketing year, however, the Council

-defined an average bread-making quality as provided for in the basic

Regulation and fixed the reference price for that quality.

Nonetheless, at the same time it fixed a reduction to be applied in the

event of intervention in respect of the minimum quality. There are

thus two prices designed to support the market in bread wheat:

- the actual reference price (192.72 ECU/t) which serves as a basis for
deriving the target price and thus the threshold price;

- a derived price (192.72 - 7.88 = 184.84 ECU/t) at which level any

intervention measures for minimum-quality bread wheat must take place.

The latter price may. be compared with the reference price fixed for
1980/81 (+5.5%). Such a comparison reveals a slight improvement in the
competitive position of common wheat in animal feed in relation to the
intervention price for coarse grains (+6% in 1981/82) and the threshold
price for maize (+8.2% in 1981/82). The definition of the minimum
quality has also been tightened up by the addition of a minimum protein
content (10.5%) and a stricter requirément as regards the degree of

amylasic activity (Hagberg falling time), i.e. 150 instead of 160.
As for durum wheat, its intervention price was increased by 5.6%, which
has not improved its competitive position compared with common wheat in

the areas where it is grown.

Internal market prices:

The 1980/81 marketing year, like the previous one, was characterized by
surpluses of barley and wheat. These surpluses depressed prices to the
intervention price level or, in the case of common wheat, to the
reference price level (the reference price was 17% above. the
intervention price). The most notable exception to theée general
observations was the situation in Italy, where the prices of common
wheat and feed grains were around or about the threshold prices; the
price of durum wheat, however, remained nearer to the intervention ~

price.
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Average difference between market price and intervention price in

1980/81

(%)
: : Common wheat : : : : :
: E e e : Durum : : : :
: : Bread-making: Other : wheat : Barley : Rye : Maize :
: : quality : : o H : :
: Germany : 12.7 : 9.3 X : 0.0 : 5.2 : x H
: France : 9.8 : X : X : 0.1 : X : 13.5 :
: Italy : 23.5 : b'e : -1.3 b'd : X : 20.2
: Netherlands : 12.9 : X : X : 5.8 : 5.6 : X
: Belgium : 15.2 : X : X : 2.0 : X : x
: United H : : : : : :
: Kingdom : 9.9 : 7.1 @ X : 3.4 X : X
: Denmark : X : X : X : 4.3 : 6.2 X
: Greece : oo : e os 3 ee 3 es S es ¢

Consideration of the common wheat market is complicated by the
existence of two support price levels, the intervention price and the
reference price (which only applies to wheat of "bread-making
quality"). The criteria used to define "bread-making quality" and which
are applied to the reference price are such that the price of most
kinds of wheat in the Community, even those which are not of
"pread-making quality”, tend towards the reference price. However, the
absence of support buying after October 1980 allowed market prices to
fall to levels as much as 5% below the reference price for bread-making

wheat and thereby encouraged the use of wheat in animal feeding.

(c) World prices:

At the beginning of the 1980/81 marketing year world stocks of common
wheat, although high (100 million t), sﬁﬁwed a slight decline; world
stocks of feed grains were at roughly the samellevel as a year before;
however, the downward trend of stocks was confirmed during the

marketing year.

Production of common wheat in the United States, where the system of
setting aside land has not been applied, has reached record levels,
while the feed grain harvest, which was hit by drought - maize

suffering the most - is markedly down.
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The excellent harvests in the United States and the Community make up
for the setbacks suffered by Argentina and Australia, while the Soviet
Union, where bad weather hampered harvesting, and China, can be

regarded as the two determining importers.

The aggressive attitude of the United States, which sought to open new
outlets during the embargo, coinciding with reduced availabilities of
coarse grains, the strong demand from imporfing countries including
China and the Soviet Union, the increase in domestic consumption and
the prospect of extensive world trade were the principal factors

keeping world cereal prices up until the spring.

Despite frequent fluctuations world cereal prices, and particularly
common wheat prices, nonetheless showed an upward trend, and were
higher than in 1979/80, until the first quarter of 1981. Following the
change of administration in the United States, American interest rates
reached record levels and investors preferred to put their capital into
securities and abandoned their contracts for various products including

cereals, which is tending to make prices drop.

The fall in world prices is not offset by the rise in the dollar and
was curbed only slightly by the announcement in May that the embargo
against the Soviet Union was being lifted; the world market, mainly
under the influence of the good harvest prospects in the northern

hemisphere, continued its downward movement until July.

The end of the marketing year saw the continued rise in the dollar (1)
and the confirmation of poor harvests in the Soviet Union and China
pushing forward prices for wheat up, while the prospect of an abundant

maize harvest in the USA exerted downward pressure on the maize market.

(1) Steady, pronounced fall of the dollar since the beginning of September.
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Highest and lowest monthly average prices in 1980/81 -
CIF Antwerp/Rotterdam

,——_—_-—————-————————_-_—---—-_-_———————--—_-——--—_——-—--_—-——-—-—-—-——-—
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: Common wheat : : :
. Soft Red Winter II : 189.91 : February 198l: 143.37

August 1980

ss ee ee as e s

: Dark Horthern : : :
: Spring 1I/14% : 214.19 : February 1981: 152.14 : August 1980 :
: Barley : : : : :
+ Canada Feed I : 157.97 : Hovember 1980: 125.18 : August 1980 :
: Maize : H : : : September H
: Yellow Corn III : 155.30 : May 1981 : 121.69 : 1980 :
: Durum wheat : : : : : :
: US Hard Amber : : : : :
: Durum III : 264.90 : February 1981: 202.02 : April 1980 :

—-_-—-————-—-__-———__—__—-——__——-—————-——-————-_---—_—-_—_———————_——_———

(d) Consumer prices:

Bread prices increased by an average of about 16% between 1979 and
1980, rather more than in previous yeérs. There were, however, great

differences from one lMember State to another:

- Belgium, Netherlands, Germany: from 4 to %
- Denmark, France, United Kingdom: from 11 to 17%
- Italy, Ireland, Greece: from 21 to 34%.

It is very unlikely that these increases were caused by the price of
wheat, as the price of bread is determined primarily by distribution
and manufacturing costs and by government price controls and/or
consumer subsidies. Moreover, these.ind}eases are very much smaller or
even negative when expressed in relation to the general index of

consumer prices.

6. Short-term outlook

Community cereals production in 1981/82 is estimated at about

120 million t, i.e. slightly down on 1980/81. The Community is nonetheless
expected to show a net surplus of all cereals, mainly as a result of
continued imports of certain substitutes such as manioc, gluten feed and

sweet potatoes.
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Cereal imports, which consist mainly of maize and quality wheat, are
unlikely to diminish significantly; the exportable surplus of all cereals
will, however, be smaller than in the preceding marketing year. The cereal
most affected is common wheat and, assuming no change in stock levels,
exports are likely to total 12 to 13 million t - against 14 million ¢t - of
which some 6.5 to 7 million t in the form of commercial exports as grain.
Barley exports are expected to be down to 2 to 3 million t, against

4 million t in 1980/81.

the outlook for the workd market is uncertain; the great unknown
quantities are the dollar exchange rate and Soviet demand. Wheat
availabilities are high, even if the Community surplus is less, but the
export prospects are good, so much so that the price level could be
maintained, while the good maize harvest in the United States is beginning

to put pressure on the market in feed grain.

Economic aspects of the measures taken

(a) Levies and refunds:

(1) Import levies:

Import levies varied considerably, influenced by the great
fluctuations in world prices during 1980/81:
- common wheat:

40 to 100 ECU/t, i.e. 23 to 20% of the cif price (net of tax)
- barley:

18 to 20 ECU/t, i.e. 14 to 62% of the cif price (net of tax)
- maize: d

50 to 75 ECU/t, i.e. 48 to 68% of the cif price (net of tax).

(2) Export levies:
Export levies have not been applied in the cereals sector since the
end of 1975.

(3) Export refunds (1980/81):
Export refunds for common wheat and barley were mainly fixed by

standing invitations to tender from the open market. Following the
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US partial embargo against the Soviet Union from January 1980 to
April 1981 and in view of the need to control the quantities going
to East European countries and the problems liable to arise from
excessive deliveries of wheat by the Community to South America,
several invitations to tender were initiated at the beginning of

the marketing year for particular destinations.

For wheat, one tender covered the East European countries excluding
the Soviet Union, a second most remaining destinations except the
countries bordering on the Community which qualified for fixed
refunds and a third - for 300 000 t - covered Zone IV (South

America).

The principle of separate tenders for East European countries was
also applied for barley. A tender was opened for these
destinations, the Soviet Union again not being included in the 1list
of countries covered; a second tender was opened for other
destinations, except the countries bordering on the Community
(fixed refunds) and Zone VII (South East Asia), a destination with
no traditional trade pattern. A fénder for the export of 300 000 t

of barley to the Soviet Union was also opened in December 1980.

lastly, a tender for the export of 300 000 t of rye to some East
European countries and Zone 11 b) (Scandinavia) was opened with

virtually no results (acceptance of 7 000 t).

As far as fixed refunds are concerned, licences were issued as
usual at the beginning of the marketing year for the black African
countries. Licences were also issued for the major basic cereals
(apart from maize, of which there is a Community deficit) for
countries bordering on the Community (notably Switzerland, Austria,
Liechtenstein, the Iberian Peninsula and Scandinavia) which see the
logistic advantage of importing from the_Community'féfLer than its
competitors. Export refunds were also fixed in the normal way for

wheat flour, rye flour and durum wheat semolina.

The tenders ran from JulyA1980 to the end of June 1981, with the
following results:
- common wheat : 7.2 million t

- barley: 3.4 million t.
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Refunds for malt continued to be fixed as in the previous year by a
special system which involves a weekly calculation based on the

import levy for barley.

The period of valdiity of normal export licences was two months
from the end of the month of issue except where licences were
issued under the refund tendering procedure, in which it was

increased to three months from the end of the month of issue.

International agreements and food aid:

A new Food Aid Convention - which constitutes one of the two elements
of the International Wheat Agreement of 1971 - replaced the 1971
Convention and entered into force on 1 July 1980. The commitment of
the Community and Member States under the new Convention is for the
annual supply of 1.650 000 t instead of the previous 1 287 000 t. 1In
addition to this amount, 927 663 t (i.e. about 56%) was to be supplied
by the Community as such and the remainder by the Member States, broken
down by agreement among them. By 30 June 1981 the Community had put in
hand 38% of the 1980/81 programme (the first under the new Convention)

and executed 99¢ of the previous programmes.

The corresponding figures for Member States' aid were 19% for the

1980/81 programme and 97% for the previous programmes.

Intervention:

The intervention agencies experienced an-exceptional level of activity
during the 1980/81 marketing year. The quantities accepted totalled
4.7 million t, which overburdened storage capacity and analysis
facilities in some Member States. Stocks therefore had to. be
transferred to regions under less pressure, and a veryléEéive export
programme was implemented. Of the 3.9 million % of cereals sold during
the marketing year, 3.4 million t were for export. Stocks thus rose

from 2.7 million t on 1 August 1980 to 3.5 million t on 1 August 198l.
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Details of changes in intervention stocks during 1980/81 were as

follows :

Intervention stock changes in 1980/81 (provisional estimates)

(1 000 t)
T Connon wheat : Durum wheat : Rye : Barley :
Stecks on 18,1930 1 2080+ 129 & 3m8 i 18
. Purchases e N
: sales e i o i 295 : 1o13 s
: Net change A P
ovecks on Looo10l 4 256z i s 202 1 4%

- o - — R - - o - T 8 e S s - S S eSS S W T A WS M S AR T e S D G ek R T M D D W S A S e e

All the common wheat is bread-making wheat offered during the first
three months of the marketing year under the special intervention
measures in the form of buying-in at the reference price.

End-of-season carryover payments:

Payments were made on private stocks of bread wheat in order to prevent
recourse to special intervention measures for this product at the end
of the marketing year. Carryover payments were also granted for maize
stored in the surplus production regions and for rye stocks at mills.
These carryover payments, which are designed to compensate for the
price adjustment at the end of the marketing year, vere for the first
time calculated on the basis of the différénces in intervention prices,
not target prices as had been the case hitherto. This innovation tends
to increase the amount of the payments and thus, by bringing them more

into line with market reality, make them more effective.

Uniformity of prices:

Monetary éompensatory amounts: In common with other sectors, cereals

suffer from some disunity caused by monetary differences.
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Accession compensatory amounts: Since the accession of Greece on

1 January 1981, accession compensatory amounts have been applicable to
common wheat, durum wheat and rye and products processed from these
cereals. These amounts are equal to the difference between the
intervention prices applied in Greece and those applied in the other
nine Member States. They were reduced with effect from 1 August 1981
as the first of five steps to align prices. The amounts fixed were as
follows (figures in ECU/t):

From 1.1 to 31.7.1981 From 1.8.1981 to 31.7.1982
Common wheat: 12.18 10.28
Durum wheat: 27.45 2%.20
Rye: 7.45 6.16

(f) Production refunds:

Production refunds are paid to cereai and potato starch manufacturers
in order to enable them to compete with starch manufactured from other
raw materials. The refunds fixed for the 1981/82 marketing year are
the same as for the preceding marketing year, i.e. 17.2% ECU/t for
maize starch, 24.67 ECU/t for wheat, 21.22 ECU/t for broken rice and
27.74 ECU/t for potato starch.

(g) Durum wheat aid:

This direct income aid to certain producers of durum wheat is aimed at
those areas of the Community where producers are dependent on this

cereal for a significant part of their income. -

For 1981/82 the aid is fixed at 85.18 ECU/ha in Italy and France, and
in Greece at 57.23 ECU/ha for the regions receiving national aid in

1980 and 17.04 ECU/ha for the regions precluded from national aid.

As a result of accession, some Greek regions have thus been added to

the Italian and French regions already receiving the aid in 1980/81.
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8. Budgetary expenditure

Expenditure by the EAGGF Guarantee Section on cereals was 1 669 281 million
EUA in 1980; it is estimated at 2 051 million EUA for 1981 and

2 359 million EUA for 1982, i.e. 15%, 16% and 17% respectively of total
Guarantee Section expenditure. The 1 669 281 million EUA for 1981 breaks
down into 1 370 000 million EUA for export refunds and 299.25 million EUA

for intervention measures.
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2. RICE

Introduction

In 1980 the area under rice in the Community of Ten represented about 0.2%

of its total UAA and 0.14% of the total area under rice in the world.

Rice is grown only in France, Italy and Greece. Some 89.9% of Community
production comes from Italy; din 1980 this represented only 0.2% of world
rice production (407 million t)(1).

Production

In 1980 the area sown with rice in the Community was 200 763 ha, a drop of
3.8% compared with the previous year. In France the area was only 6 700 ha
compared with 6 893 ha in 1979, a drop of 2.89%. 1In Greece the area under
rice dropped by 3% from 18 300 ha in 1979 to 17 751 ha in 1980. In Italy
the area under rice in 1980 totalled 176 310 ha, a reduction of 1.8% from

1979, giving a reduction of per year from "1975".

In 1980 rice production in the Community of Ten, at 1 056 million t, was
14.%% down on the 1 234 million t produced in 1979 (1). This drop is due
partly to the reduction in area and partly to a lower average yield of

52.3 gq/ha compared with 60.2 g/ha in 1979 (1).

Production in France was 27 000 t (1), a drop of 1% and Italy 950 000 t, a
drop of 14.2% (1). Production in Greece atr 79 631 t was 17.9% lower than
the 96 983 t produced in 1979.

(1) Quantities expressed in terms of paddy rice.

In this document the word "rice"” means "husked rice" unless otherwise
stated. :
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Internal consumption

In 1979/80 1 008 000 t of rice were used in the Community, 3.7% less than
in the previous year (1 047 million t). There was no appreciable
difference in industrial uses or in the use of seed but the use made of
rice in feedingstuffs was well down (-25%) and human consumption dropped
slightly by 3.7% from 0.930 million t in 1978/79 to 0.896 million t in
1979/80.

The degree of sulf-sufficiency, which in 1978/79 was greatly improved on
1977/78 because of the good 1978 harvest, reached 98% in 1379/80 owing to
increased production accompanied by an unchanged level of internal

consumption.

Trade

In 1979/80 imports from non-member countries, including the quantities
imported under inward processing arrangements, amounted to 0.585 million t
compared with 0.672 million t in 1978/79, a drop of 12%. The quantity
imported under inward processing arrangements in 1979/80 may be put at
roughly 100 000 t. This reduction in imports is largely due to a good rice

harvest in Italy.

Rice exports in 1979/80, including the quantities exported under inward
processing arrangements amounted to 0.647 million t compared with

0.498 million t in 1978/79, an increase of 30%. This increase in the
volume of exports is due partly to the good harvest in Italy and partly to
increased competitiveness of Community rice in a world market characterized

by high prices.

The Community's share of world trade in 1978/79 was 4.7% of imports and
5.2% of exports. The main sources qf whole rice remain the United States,
Thailand, South America -and Surinam and of broken rice Souwth America, Burma

and Thailand.
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Exports were again concentrated on Italy's immediate neighbours:
Switzerland, Austria, Portugal and Mediterranean countries. There were

also some special sales to more remote destinations.

Intra-Community trade dropped by 19% from 0.585 million t in 1978/79 to
0.474 million t in 1979/80, approximately 50% of this being Italian rice
exported to the other Member States. Italian exports to the rest of the
EEC reached the record figure of some 235 000 t in the 1979/80 marketing

year.

Prices

(a) Common prices

Prices for the 1981/82 marketing year have been fixed as follows:

- the intervention price for paddy rice has gone up by 11% from 1980/81
to 259.42 ECU/t; ”

- the target price for husked rice (round-grain and long-grain) has

been set at 450.50 ECU/t, an increase of 10.37% on 1980/81;

- the threshold price for husked rice (long-grain and round-grain) is

443.71 ECU/t, an increase of 10.63% on the threshold price in 1980/81.

(b) Market prices

During the 1980/81 marketing year market prices in the main producing

area (Vercelli) were very high:

- for round-grain rice, 30% above the intervention price;

- for long-grain rice, 35% above the intervention price.
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In 1979/80 market prices for round-grain and long-grain rice were 14%
and 15% respectively above the intervention price. The increases are
due inter alia to strong demand on the Italian market because of high

exports.

World prices

In 1980/81 world market prices were well up on 1979/80, by 38.9% for
round-grain rice and 41.9% for long-grain rice. The increases in
1979/80 were 25.8% and 23.5% respectively.

Round-grain prices were often higher than long-grain since surpluses of

the former were much less plentiful on the world market.
Since world trade accounts for only a small percentage of world
production (about 3% in 1980/81) the slightest variation in harvest,

supply or demand may result in abrupt and substantial changes in prices.

Consumer prices

These are not available for all Member States. The following were

recorded in 1980:

Germany : 1.75 DM/kg, or + 2.3% compared with 1979
Belgium : 52.75 BFR/kg, or + 1.0% compared with 1979
France : 5.83 FF/kg, or = compared with 1979
Italy : 1162 LIT/kg, or + 3.4% compared with 1979
Hetherlands : 2.46 HFL/kg, or + 2.5% compared with 1979.

From 1976 to 1980 price movements were as follows:

Germany :  + 10.76%
Belgium + 5.02%
France : + 23.00%
Italy + 86.22%

Netherlands : 4.65%
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The sharp increases in France and especially in Italy bring prices in
these two producing countries to levels close to those in other Member
States.

6. Short- and long-term outlook

For the fourth consecutive year areas sown with rice have dropped in the
Community of ten as a whole and in all three producing countries (France,
Greece, Italy). The reasons are partly économic, other crops being more
attractive, and partly, particularly in France and Greece, structural and
environmental. Higher yields have largely compensated for the drop in

areas sown and Community production has not been very much affected. 1In

1980 and 1981 the harvests were not, however, up to the high level of 1979.

Unless suitable action is taken rice production in the Community could
continue to fall. 1In Italy and Greece in particular, interest in maize as
a substitute crop appears to be growing in view of the more rapid increase

in maize prices.

Milled rice production appears to be unaffected by the reduction in surface

area as improved rice quality is giving a better milling yield.

The shortage of round-grain rice on the world market resulted in high
prices in 1980/81 for this type, sometimes even higher than for long-grain,
and the effect has been an increase in the area under round-grain rice in
Italy. This type accounted for only 20% of total Italian production in
1977/78 but for roughly 35% in 1980/81. Demand on the domestic market and
to a lesser extent on the Community market is now met by home production

rather than by imports.

Surplus quantities of long-grain rice have been disposed of as food aid or
sold to non-member countries. Approximately 0.600 million t was exported,
a very large proportion -of which went to Mediterranean countries. The
slight drop in production in 1980 and 1981 will probably mean a

corresponding drop in exports.
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The latest information available on exports of rice from Italy to the other
Member States in 1980/81 indicates a record figure of 240 000 t.

The second half of the 1980/81 marketing year, however,‘saw the beginning
of a sharp upward trend in market prices, which could result in a

slackening in Italian exports to the rest of the Community.

These high prices abpear to be persisting at the outset of the 1981/82
marketing year despite a downward trend on the world market, where large

stocks are available.

This will induce the Community industry to buy supplies on the world market
rather than the Community market and will probably leave higher quantities
of rice on the Community market to be exported from the middle of the

1081/82 marketing year onwards.

Economic aspects of the measures taken

(a) Levies and refunds

The increase in world market prices in 1980/81 resulted in a sharp drop

in import levies compared with 1979/80.

For the last three marketing years levies were as follows:

) ECU/t

1978/19 1979/80 1980/81
Round-grain husked rice 135.88 92.81 30.66
Long-grain husked rice 174.59 128.22 30.89
Round-grain milled rice 197.09 198.45;‘ 59.93
Long-grain milled rice 336.05 285.46 169.57
Broken rice 66.38 41.94 8.04

In the second half of 1980/81 levies dropped to zero (except for
long-grain milled rice) because of the rise in world market prices, and

remained at zero until the end of the marketing year.


User
Rectangle


- 50 -

Since there was no surplus of round-grain rice, no refund was fixed for

it in 1980/81.

For long-grain husked rice refunds of 68 ECU/t at the beginning,

27 ECU/t in the middle and 6 ECU/t at the end of the marketing year
were fixed for the traditional exports to Austria, Liechtenstein and
Switzerland. The corresponding refunds on milled rice were 85 ECU/t,

37.75 ECU/t and 7.50 ECU/t.

For long-grain milled rice refunds were lower than in the previous
marketing year. They varied from 20 ECU/t to 110 ECU/t during the
period mid-October 1980 to mid-April 1981 and applied to exports to
Zone I only. HNo refunds were fixed for other non-member countries
during the marketing year. Community exports thus went only to
Mediterranean countries apart from some rice re-exported to more

distant destinations under inward processing arrangements.

(b) Food aid
In 1980/81 65 167 t of rice were exported as food aid, including
38 151 t as national aid. This represents a decline (-27%) compared
with 1979/80, when 89 665 t were supplied, 39 002 t of which was

national aid.

(c) Quantities offered for intervention

There has been no intervention purchasing of rice since 1972/73.

(d) Monetary compensatory amounts

Ho monetary compensatory amount has so far been set for rice.

Budgetary expenditure

Expenditure by the EAGGF Guarantee Section on rice amounted to

58.7 Million EUA in 1980; the provisional figure for 1981 is

32 million EUA and the estimate for 1982 is 65 million EUA, i.e. 0.5%, 0.3%
and 0.5% respectively of the Guarantee Section's total expenditure. The
total of 65 million EUA breaks down into 51 million EUA for refunds and

14 million EUA for intervention.
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3. SUGAR AND ISOGLUCOSE

1. Introduction

With regard to Community legislation, the 1980/81 marketing year was one of
transition, since the basic Regulations governing sugar and iscglucose were
due to expire on 30 June 1980. It was therefore time to define the
Community's sugar policy for the future. The proposal which the Commission
put forward in this respect was discussed from January to April 1980
without the Council reaching any overall agreement, with the result that it
was decided to extend the validity of the existing rules for a single year,
i.e. 1980/81.

Meanwhile the Commission transmitted a new proposal on the organization of
the markets in sugar and isoglucose to the Council, which adopted the new
basic Regulation on the common organization of the market in sugar
(Regulation (EEC) No 1785/81 (2)) which came into effect on 1 July 198l.

‘

This Regulation, which defines the Community's sugar policy for a further
five years, provides for the continuation of the quota system and
establishes the principle that producers should be fully responsible for
the costs of disposing of any sugar produced-in excess of Community

e

consumption.

(1) 0J ¥o L 177, 1.7.1981, p. 4.
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Greece's membership of the Community, from 1 January 1981, did not give
rise to major problems in the sugar sector, since its sugar industry is

fairly small compared with that of the nine other Member States as a whole.

Sugar and Community agriculture

In 1981 the area under sugarbeet increased considerably (+11%) compared
with the previous marketing year, mainly because in the winter of 1980/81,
when beet growers decided on the sowing of their crops, world sugar prices

were very high and exceeded the Community price by about 25%.

The data supplied by the 1975 Structure Survey, whick are confirmed by the
provisional results of the most recent survey (1977), showed that in all
the Member States the total number of farms growing sugarbeet was down
compared with the results of the 1970/71 Structure Survey, the fall being
sharpest in the case of holdings with small-scale sugarbeet crops.
However, the number of farms with relatively large areas under sugarbeet
vas on the increase. The 1979/71 survey showed that there were still

425 000 sugarveeet farms in the Community of Hine, but the figure had
falled to 365 000 in 1975 and 3%5 000 in 1977 and has continued to fall

since then. There are at present about 30 000 éugarbeet growers in Greece.


User
Rectangle


- 53 -

On the whole, the far-reaching structural changes in sugarbeet growing over
the last ten years signify an improvement in production conditions and
indicate that the current system of production quotas has not hampered the

necessary restructuring process.

Restructuring of the processing industry

In 1972/73 there were 128 sugar manufacturers in the Community of Ten,
mostly cencentrated in France, Germany and Italy. The number of factories

processing beet in 1972/73 was 250.

The latest data available for 1980/81 indicate substantial changes in the

structure of this sector.

The number of sugar manufacturers has fallen to 102 (-20%2) and the number

of processing plants in operation has fallen to 212 (-15%).

It should be stressed that this change has been accompanied by improvements
in the equipment of the factories still operating and the daily input of
sugarbeet in the Community of ten as a whole has risen from 879 000 t in
1972/73 to 1 121 000 t in 1980/81, an increase of some 27%.

Production

In 1979/80, with little or no change in the area under sugarbeet, Community

sugar production (EUR 9) had again exceeded the two previous vears'
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production levels and totalled a record 12 289 000 t. The results for the
year under review (1980/81) are again good, with sugar production totalling
12 036 000 t (EUR 9: white sugar equivalent), to which should be added

Greece's production of 174 000 t of white sugar.

These good results were partly attributable to the weather conditions in

autumn 1980, which are generally favourable to the growing of sugarbeet.

Account being taken of the production level achieved in 1980/81, some

8.8 million t of sugar were produced within the basic quota ("A" sugar);
the quantities in excess of the basic quota but within the maximum quota
("B" sugar) amounted to some 2.1 million t, whilst production of "C" sugar

totalled some 1.2 million t, a decrease compared with the previous year.

Given the trend in world market prices, the "C" sugar produced during the
marketing year brought most Community producers better prices than the "B"
sugar, since "C" sugar, unlike "B" sugar, is not subject to an export

levy. Moreover, producers of sugar in excess of the quotas were able, by
means of transactions on the future markets, to obtain high prices during

the last months of 1980.
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‘ 3.Consum2tion

Human consumption

In 1980/81 the use of sugar for human consumption was about 2% down on the
previous year, at 9.2 million t for the Community of Nine, to which should

be added Greece's consumption of 290 000 t.

In the Community of ten per capita consumption of sugar was 35.6 kg, as
against 36.3 kg in 1979/80. It should be noted, however, that the

consumption of isoglucose again rose.

Production/consumption of isoglucose in the Community

('000 t dry matter)

-

1976/77 1977/718 1978/79 1979/80 1980/81
82.6 102.8 139.1 164.1 183.9

Non-food sector and degree of self-sufficiency

Ig 1980/81, 10 000 t of white sugar were used under the denaturing premium
’éystem for feeding bees. Some 90 000 t were  used by the chemical industry,
éompared with 120 000 t in the previous year. The'pfbduction refund was
3.45 ECU/100 kg of white sugar used.

Following the drop in production (12 260 million t) and the fall in

consumption, the Community of Ten's degree of self-sufficiency was slightly
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down in 1980/81, at 127%. The surplus thus created was further increased
by the importation of preferential sugar from the ACP countries, amounting

to 1 148 million t white sugar equivalent.

The quantities of sugar as such available for export during the marketing
year thus totalled 4 551 million t, including 1 191 million t of "C" sugar,
the full cost of exporting the latter being borne by Community producers.
With regard to sugar exported on Community responsibility, Community
producers also bore - in the form of a production levy - the cost of the

refunds granted on export of their production surpluses.

Trade

Between Member States

The United Kingdom and Italy regularly buy sugar as such from the other

Hember States.

-

Sugar in the form of processed products finds its main outlet in the

Federal Republic of Germany, which imports it from the other HMember States.

In 1980/81 the total volume of intra-Community trade again decreased as a
result of a rise in stocks throughout the Community. Some 147 Q00 t of

Community white sugar were shipped to Greece.
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With non-member countries

As usual, imports of preferential sugar went mainly to the United Kingdom
in this marketing year. Small quantities of such sugar were also imported

by France and Ireland.

In 1980/81 contracts were awarded by tender in respect of most of the sugar
exported on Community responsibility. Awards were thus made for

3 097 000 t of sugar (white sugar equivalent). In addition, 55 000 t of
Sugar were committed under the "periodic" system, 55 000 t for Poland,

6 000 t as food aid and 147 000 t for Greece. After including net exports
of sugar in the form of processed products and exports of "C" sugar, the
total volume of exports in 1980/81 amounted to 4.7 million t of white sugar

equivalent.

Community prices

1980/81

For the 1980/81 marketing year the Council decided to increase the
intervention price for white sugar by 5.3% overall, but differentiated

between the various components of this price.

Since Community sugar production is in surplus, the increase in sugarbeet
prices was restricted to 4%, while the increase in the industrial

processing margin was more substantial, at 11.6%, to take account of the
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steep rise in oil prices, which seriously affects processing costs. It was
also decided to increase by 24% the monthly reimbursement of storage costs

to take account of the rise in interest rates/

1981/82

At its meeting on 30 and 31 March 1981 the Council decided on an average

rise in common agricultural prices of 11% for the Community as a whole.

The increase in the sugar sector was smaller: the intervention price for
white sugar was increased by 8.5% (only 7.5% in the case of raw sugar). On
the other hand, largely on the basis of an annual interest rate of 133,

storage costs were raised by 26.1%.

Prices on the internal market

In 1980/81 ex-refinery market prices net of tax applied by the sugar
industry were, until February 1981, again close to the intervention price

in the Community areas with surpluses.
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From then until the end of the sugar marketing year, these prices increased

by 3 to 10%, as a result of the influence of high sugar prices on the world

market.

The trend in prices expressed in national currencies was largely influenced
by the various adjustments to the exchange rates applied in the context of

the common agricultural policy.

Prices on the world market

In 1979/80, for the first time after four consecutive surplus years, world
consumption exceeded production by more than 5 million t, largely because
of the very poor harvest in several of the main producer countries. As a
result, prices on the world market increased considerably and remained high

almost throughout the 1980/81 marketing year.

However, there has been a complete reversal of the situation for 1981/82
and it is expected that there will be a production surplus of about

3-4 million t, as against shortfalls in production of 5 and 2 million t in
1979/80 and 1980/81 respectively. This was mainly due to the Community's
exceptional harvest and the fact that the harvests in India, Poland, South
Africa, Thailand and, to a certain extent, Cuba and the Soviet Union,
reverted to normal levels. Moreover, the forecasts are that Australia will

continue the expansion programme which it began last year.
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Since 1978/79, world consumption has remained more or less unchanged, at
about 90.91 million t. If these production forecasts prove to be correct,

the overall demand for imported sugar will be smaller than previously.

World market prices, which one year ago were at a five-year high

(40 cts/1b) as a result of the statistical surplus referred to above, were
at the lower end of the I.S.A. price range (13 cts/1b) at the beginning of
autumn 1981.

Faced with this price situation, the I.S.A. (International Sugar Agreenment)
Council had to implement all the measures provided for in the Agreement in
order to halt the fall in prices. However, the measures concerned did not
have a major impact on world supply and demand in the short term, and the

present imbalance could persist until next year.

In 1980/81, the annual average price of white sugar on the Paris exchange
was 53.6 ECU/100 kg for short-term deliveries, which was £6.7% higher than

in the previous year.

Short-term outlook

Civen the increase in the total area under sugarbeet, which in 1981 covered
some 2.0 million ha in the Community of Ten, and in view of weather
conditions, production in 1981/82 is currently estimated at 14.3 million t

of white sugar.
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The Community of Ten's total consumption can be estimated at

9.6 million t. If imports of preferential sugar and the customary trade
with non-member countries in the form of processed products are also taken
into acount, the total quantity of sugar available for export will probably
be 5.9 million t, including 2.8 million t of "C" sugar, whose export costs

are fully borne by Community producers.

Present estimates suggest that in 1981/82 the world's sugar production will
be between 93 and 94 million t (raw sugar equivalent) and that consumption

will be about 91-92 million t.

The prospects for the world sugar market and for world sugar prices for the
rest of 1981 and for 1982 are not favourable, mainly because of the

increase in world production.

In view of the present situation as regards world sugar market prices,
which is unsatisfactory for all exporting countries, the Commission and the
Community's sugar producers felt that a joint action was needed if world

sugar prices were to be restored to a satisfactory level.

mhe outcome of talks between the Commission and the producers was that it
was agreed that 2 million t of white sugar should be withdrawn and put into
storage throughout the 1981/82 marketing year. This would reduce the
volume of Community sugar exports to the rest of the world to about

4 million t, as against an actual figure of 4.43 million t in 1980/81, that

is, a decrease of about 10%.
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The Community's intention, in taking this step, is that its action will be
supplemented by the joint efforts of other sugar exporters operating on the
free world market, thus leading to renewed stability between supply and

demand with a favourable impact on prices.

Economic aspects of the measures taken

Levies and refunds

In view of the trend in world market prices - the latter overtook Community
prices in April 1980 - all exports of sugar have been subject to export
levies, which, it should be remembered, rank as the Community's own

resources.

This situation persisted almost throughout the 1980/81 marketing year,

until May 1981, when an export refund had to be reintroduced.

The highest export levy was fixed at the beginning of November 1980
(24.65 ECU/100 kg).

Intervention and food aid

;

In 1980/81 no sugar was offered to the intervention agencies. During the

year the customary shipments of food aid included 6 086 t of white sugar.
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8. Budgetary expenditure

In recent years, expenditure in the sugar sector has fluctuated
considerably on account of changes in world market prices and in Community

stocks.

Expenditure by the FAGGF Guarantee Section was 940 million EUA in 1979 and
575 million EUA in 1980, and is estimated at 700 million EUA in 1981.

A considerable proportion of the expenditure required under the sugar
market organization was, however, covered by revenue from the sugar levies,
namely the production levy, which must be paid on sugar in excess of the
basic quota but within the maximum quota, and the levy to cover storage
costs, which is collected on all sugar produced within the quotas. The
latter levy has yielded enough to cover reimbursements of storage costs for

the relevant years taken as a whole.

As from 1981/82 the cost of disposing of sugar produced by the Community

which is surplus to its consumption is to be fully borne by the producers.
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After deduction of the revenue from the two levies in the sugar sctor, net
Community expenditure totalled 475 million EUA in 1979, 10% million EUA in
1980 and some 131 million EUA in 1981.

A last point is that the net amount of the abovementioned expenditure
essentially consists of expenditure resulting from the obligation to export
a gquantity of Community sugar corresponding to the 1.3 million t of

imported preferential sugar.
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4. OLIVE OIL

l. Introduction

Establishing Community olive oil statistics for the most recent marketing
years presents the same difficulties as previously. The information

available gives the following picture.

Of the oil produced in the Community 0.20% comes from Frénce, 304 from
Greece and 70% from Italy. In 1980 the value of this production
represented in Greece 11.0% and in Italy 5.8% of the value of all
production and olive oil production represented 1.4% of the value of final
agricultural production in the Community. Until 1975 704 of the
Community's requirements were met by Community production but over the last
five years this percentage has been steadily increasing and with the

accession of Greece is now 95%.

According to available information 2.7 million ha are planted with olives
in the Community (2.2 million in Italy and 0.5 million in Greece). This
accounts for roughly 27% of the total world area under olives and 2.5% of
Community UAA. These areas remain more or less constant. The total number
of wild and cultivated olive trees is according to certain estimates
roughly 307 million (185 million in Italy, 117 million in Greece and

5 million in France).

Roughly one million families engage in olive cultivation in Italy, 300 00O
in Greece and 40 000 in France.

In normal years Community production is 477 6f world production but since
olive trees bear in alternate years production can vary very sharply from

one year to another.
2. Production

Since 1978/79 production aid to growers belonging to a producers’
organization has been based on the actual quantity of o0il produced. Other
grovers receive aid at a fixed rate according to the number and production

potential of the trees they cultivate.
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There are at present four producers' organizations in Italy and four in
France. In France nearly all growers belong to an organization, in Italy

roughly 90% and in Greece 70%.

On the basis of applications for aid, production in the 1979/80 marketing
year was 600 000 t in Italy and 1 570 t in France but the Italian
applications are now being re-examined by the Italian authorities. The
quantities covered by aid applications for 1980/81 are not yet known but
estimates put them at over 600 000 t in Italy and over 300 000 t in Greece.

The applications for aid in France cover a production in 1980/81 of 1 850 t.

Consumption and marketing

A consumption aid system was introduced on 1 April 1979 and, after some
initial difficulties, particularly in Italy, it is now in force throughout
the Community. Only three countries, however, at the moment operate
packaging establishments approved for the purposes of the scheme (Italy,
France and the United Kingdom). The scheme applies in Greece from

1 Hovember 1981

The following statistical picture emerges after three years of operating

the scheme:

- for 1978/79 (1 April to 31 October 1979) aid applications were made in
respect of 124 340 t (98% of them in Italy);

- for 1979/80 applications were made in respect of 193 267 t, almost all of
them in Italy; :

- for 1980/81, the figures now available for the first eight months of the
year show applications to have been made in respect of a total of
155 301 t.

The outcome of the three years of operation of the scheme is that retail
prices for olive oil have increased much less than wholesale prices (seé

Table M.4.4. annexed).
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Trade

The Community is the world's largest net olive oil importer. From 1974/75
onwards imports, which had reached a peak of 251 000 t in 1972/73, dropped

very substantially on account of the difficulties described in paragraph 3.

Imports in 1979/80 were 156 000 t. Import licences issued for 1980/81 up
to 15 October 1981 covered 71 500 t.

Intra-Community trade is very limited and so far has virtually been
restricted to the three countries that both produce and consume olive oil

(France, Italy and Greece), other Member States' share being negligible.
Exports to non-member countries, which normally follow traditional trade
patterns, are shown by the licences issued to 31 october 1980 to have been
roughly 5 000 t in 1979/80. Export licences issued for 1980/81 up to

15 October covered 30 COO t.

Prices

(a) Common prices

The new organization of the market in olive 0il came into force on

1 January 1979.

For the 1980/81 marketing year the mechanism established was as follows:
“ ECU/100 kg

Producer target price 247.97
Production aid 55.81
Intervention price 180.12
Market representative price 145.00

Threshold price 142.79

The consumption aid is equal to the difference between the producer
target price minus the production aid and the market representative

price. For the 1980/81 marketing year it was 47.16 ECU/100 kg.
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For 1981/82 the prices fixed by the Council are as follows:

ECU/100 kg # increase compared with
1980/81
Producer target price 272.77 - 10.00
Production aid 60.00 7.50
Intervention price 196.33 : 9.00
Market representative price 145.00 0.00
Threshold price 144.09 0.10

For the 1981/82 marketing year, the consumption aid is 67.77 ECU/100 kg.

Market prices

In 1979/80 prices fluctuated around the intervention price and this led
to intervention purchasing of 42 890 t of o0il as follows:

- 20 320 t of edible virgin oil,

- 9590 t of lampante virgin oil,

- 12 980 t of olive-residue oil.

In 1980/81 the Italian harvest was exceptional in both volume and
quality, and prices, particularly for edible virgin oil, often dropped
below the intervention price. This resulted in the very large quantity
of 63 520 t of 0il being taken into intervention in Italy, as follows:
- 42 360 t of extra virgin oil,

- 12 360 t of fine virgin oil,
- 590
- 6 640

t

- 1 570 t of ordinary virgin oil,
t of lampante virgin oil,
t

of olive~residue oil.

The same situation arose in Greece and in 1980/81 91 124 .t of oil, 70%

of which was edible oil, were bought in.

Olive oil held by the Italian and Greek intervention agencies

After purchases and sales in both Italy and Greece approximately

130 000 t of olive 0il was in storage on 31 October 1981.
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6. HEconomic aspects of the measures taken

(a) -Import levies

Since June 1976 the levy has been fixed by tender with account taken of
both the world and the Community markets. lNo particular difficulties

arose in this connection in 1980/81.

(b) Refunds
During the 1977/78 and 1978/79 marketing years cash refunds were kept
at such low levels as to be scarcely operational. IHonetheless
traditional exports continued since traders used the EXIM procedure or
were able to get olive 0il supplies from the intervention agency. From
1979/80 traders encountered considerable difficulties in using EXIM
procedure because of the prices charged by the two main exporting
countries, Spain and Tunisia. The Commission therefore decided to
introduce an operational refund by stages.
The refund is now 19.50 ECU/100 kg. It is based on the difference
between Community exporters' supply costs and those of other exporters

operating on the world market.

7. Budgetary expenditure

Expenditure in the olive o0il sector consists of intervention purchasing,
aid paid to olive o0il producers, consumption aid paid to packaging plants

and export refunds.

EAGGF Guarantee Section expenditure on olive oil was 317.9 million EUA in
1980. For 1981 appropriations of 453 million EUA for olive oil have been
entered in Supplementary and Amending Budget No 2.  Expenditure in 1982 is
estimated at 684 million EUA.

Two factors explain the size of the figure compared to expenditure in
previous years: a catching-up operation in respect of production aid

payments in Italy and the accession of Greece, which is a major producer.

Expenditure on olive oil accounted for 2.81% of total Guarantee Section

expenditure in 1980 and 3.9% in 1981. For 1982 the estimate is 4.8%.
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5. OILSEEDS AND PROTEIN SEEDS

I. Colza, rape and sunflower seeds

1.

Introduction

In 1980, the share of oilseeds in the value of final agricultural
production was 0.6% and these crops accounted for 1.0% of the
Community's UAA. World production of colza rose from 10.1 million t in
the previous year to 11.4 million t in 1980; Community production also
rose, from 1.2 million t in 1979 to 2.0 million t in 1980. The

Community's share of world production thus increased from 11.9% to 17.5%.

World production of sunflower seed fell from 15.5 million t in 1979 to
15.1 million t in 1980, mainly because of the drought in the United
States. Community production of sunflower seed was 305 000 t in 1980,
representing 2.3% of world production.

The Community's own oilseed production meets only a very small part of
its o0il and oilcake needs. The degree of self-sufficiency in 1979 was

20% for oil,  including olive 0il, and 6% for oilcake.

Production

In 1980, the Community area under colza was 733 000 ha compared with

522 000 ha in 1979. However, trends in the four main producing
countries differed. There was an increase of 24% in area in the United
Kingdom (from 74 100 ha to 91 800 ha), and of 7% in Germany (from

127 000 to 138 000 ha). Demmark and France showed the sharpest increase
in area, 58% and 57.6% respectively (from 64 500 to 101 900 ha in
Denmark, and from 249 000 to 392 400 ha in France). Total production in
1980 was 2.0 million -t compared with 1.2 million t in 1979. 1In the
Community of Nine the area under sunflower, which was produced only in

France and Italy in 1980, rose by 25% from 107 100 ha in 1979 to
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13% 800 ha in 1980. Production also rose by 38% from 221 800 t to

305 300 t. In Greece, production of both these oilseeds was very low in
1980, but about 5 000 t of sunflower seed are expected to be produced in
1981.

Consumption

The demand for colza, rape and sunflower seed depends on the demand for
colza and sunflower oils and oilcake; the latter is in turn determined
by the overall demand for oil and oilcake and by the relationship
between the prices of colza and sunflower oils and oilcake apd the
prices of alternative types. This being the case, two sets of
consumption data will be given, one for oils and the other for colza and

sunflower cake, while seeds will be dealt with separately.
(1) 0il

Judging from market information aﬁd.the information supplied by the
Community's crushing mills, consumption of colza oil rose by 12%
(from 490 000 t in 1979 to 547 000 t in 1980). This increase was
helped by the rise in the production of colza seed in the Community

in 1980 as compared with 1979.

The figures supplied by Community crushing mills show that
consumption of sunflower oil rose from 516 000 t in 1979 to
546 000 t in 1980.

(ii) Oilcake

Judging from information supplied by the Community crushing mills,
consumption of colza cake rose by 12% from 1979 to 1980 from

1.21% million t to 1.36 million t), while production in the
Community also increased (from 1 million t to 1.1 million t, a rise

of 92).
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(iii)

Trade

-T2 -

Information supplied by the same source indicates tﬁat consumption
of sunflower cake went up from 1.1 million t to 1.4 million t, an
increase of 27% compared with 1979; Community production rose by
17% from 725 000 t to 851 000 t. The market situation for oils
and oilcakes is not reflected in the statistics annexed to this

Report, as some of the official figures were not available.

Seeds

The increase in Community colza production from 1.2 million t in
1979 to 2 million t in 1980 (up 67%) led to certain difficulties,
during the first half of the marketing year, as regards marketing
and crushing of the crop. Nevertheless, following the
implementation of certain measures (see 7(c)), crushing of the
entire Community colza crop was effected. The Community's low
degree of self-sufficiency in sunflower seed means that there has

never been any difficulty in selling the crop.

Imports of colza seed fell from 625 000 t in 1979/80 to 307 000 t in

1980/81, reflecting the increase in Community colza production. Imports

of sunflower seed, on the other hand, rose from 1.1 million t in 1979/80

to 1.3 million t in 1980/81.

Exports of colza anrd sunflower seed remained at a relatively low level,

(23 000 t of colza seed and 1 000 t of sunflower seed in 1980).

Trade of colza within the Community consists mainly of French and Danish

exports to Germany.
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5. Prices

(a) Common prices

For the 1980/81 marketing year the target price for colza seed was
38.69 ECU/100 kg and for sunflower seed 42.63 ECU/100 kg. An
increase of 10.3% was decided on for 1981/82. In view of the
Community's wish to encourage the cultivation of sunflower seed, &
rise of 12% was adopted. The target price for colza seed was
therefore fixed at 42.56 ECU/100 kg, and for sunflower seed at
47.75 ECU/100 kg-.

(b) Harket prices

1) World market

During 1980/81 world market prices, especially for soya, rose as
a result of the drought in the United States and the increase in
Soviet. imports. It is expected that 1981/82 will bring lower

prices, following a bumper world harvest.

2) Community market

Prices obtained by producers were generally between the
intervention price and the target price. The sunflower crop is
sold each year at prices well in excess of the intervention price
and even close to the target price. .

g

6. Outlook

mhe Community colza crop for the present marketing year (1981/82) is
estimated at 1.9 million t, down by 5% on last year, in spite of an
increase in areas sown from 731 000 ha in 1980 to about 885 000 t in
1981. The yield for 1981 seems quite normal, in comparison with the
1980 record yield. As regards selling the crop, it is probable that “the
adjustment of the current aid for colza will be used in order to ensure

the crushing of all the gquantity produced.
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The Community sunflower crop for 1981/82 is estimated at 505 000 t,

compared with 305 000 t in 1980/81. This reflects a substantial

increase in France, and a slighter smaller increase in Italy.

7. Economic aspects of the measures taken

(a)

(b)

(c)

Aid and refunds

Current aid for colza seed in the 1980/81 marketing year fluctuated
between 16.171 ECU/100 kg and 20.262 ECU/100 kg with an average of
about 18.2 ECU/100 kg. The export refund during the same period
varied between 14 and 17 ECU/100 kg.

The sunflower seed crop was sold without difficulty. Aid varied
between 12.220 and 21.511 ECU/100 kg, averaging around

16.9 BCU/100 kg. No export refund was fixed for this product.

Intervention

During the 1980/81 marketing year, 88 063 t were offered for

intervention. This amount was sold during the same marketing year.

Change in rules

On 11 Hovember 1980 the Council adopted Regulation (EEC) No 2917/80
amending Regulation (EEC) No 115/67/EEC, by which it introduced a
system of adjusting the world market price, which had the effect of
altering, under certain conditions, the amount 6f current aid for
colza seed, chiefly so as to allow the crushing of Community colza
seed harvested in 1980,
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(d) Greek accession

Following the accession of Greece and for a transitional period,

the following two measures have applied in Greece since 1 January
1981:

1. Import control system
_ Council Regulation (EEC) No 39/81 of 1 January 1981
authorizing the Hellenic Republic to apply a temporary system
for control of imports of oilseeds and vegetable oils.
- Commission Regulation (EEC) No 54/81 of 1 January 198l laying
down detailed rules for application of the import control

system in Greece on oilseeds and vegetable oils and fats.

2. Suspension of customs duties
- Commission Regulation (EEC) No 55/81 of 1 January 1981
authorizing the Hellenic Republic to suspend the customs
duties applicable on import of certain oilseeds and oleaginous

fruits. -

8. Budgetary expenditure

EAGGF Guarantee Section expenditure on colza and sunflower seeds
amounted to 353 million ECU in 1980. The appropriations for 1981
allocated in draft Amending Budget No 2 are 475 million ECU. The
appropriations allocated in the 1982 draft Budget are 497 million ECU.

11. Soya beans

From 1974 to 1978 the area under soya in fhe Community, almost all of it
in France, was about 4 000 ha, while in 1979 it.vas 17 000 ha with
production reaching 25 000 t. 1In 1980, however, the area under soya was
around 10 000 ha ané only 15 000 t were produced. This situation seems to
have arisen because of poor yields and the consequent decline in

producers’ interest in this crop.
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The soya crop still accounts for only a very small proportidn of Community
UAA, of world production (83 million t of soya in 1980) and of Community

consumption (18.8 million t of seed equivalent).

The guide price for the 1981/82 marketing year was set at
46.26 ECU/100 kg, a 10% increase compared with the 42.05 ECU/100 kg for
1980/81.

In 1980 the Council adopted Regulation (EEC) Yo 1724/80 laying down
general rules concerning special measures for soya beans harvested in
1980. This Regulation provides for aid, based on a minimum price paid to
the producer, to be paid to first purchasers of soya. The Council

prolonged this system for beans harvested in 1981.
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III. Flax seed (1)

The cultivation of flax (2) covers only about 65 000 ha, which is a very
low proportion of the Community UAA and the world areas under flax seed

(5.4 million ha with 2.2 million t in 1980 according to the FAO).

This crop makes only a modest contribution to meeting the Community's
large requirements, since imports amounted in 1980 to 257 000 t of flax
seed (200 000 t of which came from Canada), 50 000 t of oil (39 000 t
from Argentina) and 618 000 t of oilcake (452 000 t from Argentina and
105 000 t from the United States).

Despite this deficit the cultivation of seed flax is not expanding within
the Community. In fact there are difficulties in maintaining even the
existing areas because of the unsatisfactory income (yields are
relatively low) and insufficient guarantees compared to competing crops.
In 1980 only 4 955 ha (7 900 t) were sown compared to 5 600 ha in 1979.

France, Italy and the United Kingdom are practically the only Member
States which produce flax seed. Since the production of seed from
textile flax is estimated at 56 100 t, Community production of flax seed
was 64 000 t in 1980 compared to 61 400 t in 1979.

For the 1981/82 marketing year, the guide price was fixed at
46.40 ECU/100 kg compared to 42.18 ECU/100 kg for 1980/81 (+10%). Aid
during the latter marketing year was 14.010 ECU/100 kg.

EAGGF Guarantee Section expenditure for seed flax is included in the

figure for fibre flax (2).

(1) See Table M.T.4.
(2) See also under 7: fibre flax and. hemp.
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Castor seed

The share of castor seed in the value of final agricultural production and
UAA in the Community, as well as in world production, (1.5 million ha and
850 000 t in 1980 according to the FAO) in tiny. In the Community this
crop is still at an experimental stage (only about 10 ha in 1981) since
some technical problems have proved more difficult to solve than

expected. Yields are very satisfactory but the frequent rain during the
harvest period (end of October/November) has complicated the development
of suitable harvesting equipment. For 1982 contracts are planned for
about 250 ha. In 1980 imports amounted to 3% 800 t of seed (13 600 t from
Paraguay and 6 400 t from China) and 57 000 t of oil. The accession of

Greece has not changed the situation in this sector.

The aid system set up in 1978/79 involves the fixing of a guide price,
which is 59.81 ECU/100 kg for 1981/82 compared to 54.34 ECU/100 kg for
1980/81 (+10%), and the granting of aid equal to the difference between
that price and the world market price provided that the producer has
received at least the minimum price, which was fixed at 56.96 ECU/100 kg
compared to 51.78 ECU/100 kg for 1980/81.

For 1980/81 the average aid was 20.965 ECU/100 kg.

An additional aid measure (launching aid) of 12.90 ECU/100 kg was
introduced for the 1979/80, 1980/8l and 1981/82 marketing years.
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6. DRIED FODDER; PEAS AKD FIELD BEANS

a. Dried fodder

1.

Introduction

The common organization of the market in dried fodder covers the
following products: dehydrated fodder, the main sun-dried legumes, and
protein concentrates obtined from lucerne and grass juice. By &
Regulation of 30 June 1981 the Council decided that the common
organization of the market could continue to apply to dehydrated
potatoes for the 1981/82 marketing year. By a Regulation of 15 January
1980 the Council also extended the scope of the comon market
organization to include by-products obtained in the menufacture of

protein concentrates from green fodder.

The common organization of the market in dried fodder (see below under
6) has been operating since 1 April 1978.' It replaces and strengthens
the common organization of the market which had operated in respect of

dehydrated fodder alone since 1 May 1974.

Production

Production of dehydrated fodder, dehydrated potatoes excepted, in the
Community in 1980 was 1 609 021 t, 2.3% down on 1979. France remains
the principal producer with 928 000 t, more than half (58%) of Community

production.

Compared to conventional dehydrated fodders (mainly lucerne and grass)
dehydrated potatoes are much less important. .In 1980/81'Community
production was 55 586 t, 0.8% up on the previous year (54 748 t). The

main producer is Germany, at around 39 000 t.
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For sun-dried fodder the common organization of the market has been in
operation since 1 July 1978. Community production eligible for aid is
estimated at 96 000 t in 1980/81 (62 000 t in France and 34 000 t in
Italy). This is about 15% down on 1979/80.

Quantities available

Availabilities of dehydrated fodder in 1980/81 fotalled 2 043 437 %,
remaining at much the same level as in 1979/80 (2 043 177 t), the drop

in production being offset by an increase in imports.

Trade

Mainly as a result of the expanding production in certain non-member
countries, the Community imported more lucerne meal than in previous
years. Thus, 444 000 t were imported in 1980, as against 385 000 t in
1979 and 229 000 t in 1978.

In 1980, as in previous years, the United States and Hungary were the
largest exporters of dehydrated fodder to the Community, with 282 000 t
and 112 000 t respectively (as against 190 000 t and 125 000 t

‘respectively in 1979).

Imports from non-member countries went mainly to Germany (273 000 t) and
Italy 65 000 t).
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In 1980 intra-Community trade in dehydrated fodder amounted to
approximately 330 000 t and followed the usual pattern: Dennark
exported 43 000 t to Germany and France exported some 250 000 t to

Germany and the Benelux countries.

Community exports of dehydrated fodder to non-member countries have

never been on a large scale. In 1980 they amounted to 10 049 t.

Prices

Turing the first five months of 1980/81, average world market prices
fell by about 10 ECU/t, dropping to 109 ECU/t in August 1980. From then
onwards prices recovered sharply and reached 136 ECU/t by the end of the

marketing year.

Since the guide price was set at 148.08 ECU/t, the additional aid for
the products in question followed an upward trend until August 1980,
when it reached its maximum level (20 ECU/t). From then onwards it

dropped sharply and reached zero in March 198l.

WYorld prices recovered from April 1981 onwards and by September they had
reached 137 ECU/t.

Economic aspects of the measures taken

For 1981/82 the Council fixed the guide price for dried fodder at
148.08 ECU/t and the flat-rate aid at 7.03 ECU/t} i.e. at levels higher
by 10.0% and 8% respectively than in 1980/81.

For Greece, in view of the criteria laid down'in the Act of Accession,
the guide price for dried fodder was set at 140.93 ECU/t and the
flat-rate aid at 2.68 ECU/t. At the same time the Council maintained
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the percentages to be applied to the difference between the guide price
and the world market price, for the purpose of calculating the
additional aid, at 80% for dehydrated fodder and protein concentrates
and at 45% for sun-dried fodder.

Outlook

Community production of dried fodder, which has'remained fairly stable

in recent years, fell slightly last year.

Drying costs account for a considerable part of the production cost of
drhydrated fodders, which are thus particularly sensitive to any
increase in energy prices. Recent and foreseeable increases in the
price of fuel o0il are a cause of concern for the sector's future. In
some Member States, however, a lot of research has been carried out
recently into ways of reducing fuel consumption by driers, and some
results have already been achieved. Over the next few years Community

production of dehydrated fodder seems likély'to drop by between 6 and 8%.

Budgetary expenditure

EAGGF Guarantee Section expenditure on dried fodder was %%2.5 million ECU
in 1980. The appropriations set aside for 1981 in draft Amending Budget
No 2 total 41 million ECU. The appropriations set aside in the draft
1982 Budget total 48 million ECU.
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9. Accession of Greece

At present only a very little dehydrated fodder is produced in Greece:
2 500 t. There is a possibility that production of sun-dried fodder

will develop in the future.

b. Peas and field beans used in animal feed (1)

Since the Community's demand for feed proteins greatly exceeds production,
the Council on 22 May 1978 adopted special measures designed to expand the
production of peas arnd field beans used in feed. These measures have been

applicable since 1 July 1978.

The products in question are in direct competition with oilcakes imported
from non-member countries at zero rates of duty. A system was therefore
introduced whereby aid is granted to feed manufacturers who use
Community-grown peas and field beans if the price of soya cake is lower
than the activating price. The aid varies with the fluctuations in the
price of soya cake. It is granted only if the feed manufacturer has paid
the producer not less than the minimum price fixed by the Council. This

enables producers to obtain a fair return.

In 1980/81, aid for the procesing of peas and field beans was paid in
respect of 230 000 t of peas and 102 000 t of field beans. This
represented a 49% increase in the case of peas and a 12% decrease in the
case of field beans as compared with 1979/80 (154 000 t and 116 000 t).
mhe substantial increase in the production of peas reflects a considerable
increase in the areas sown and the quantities produced in France.
Production of field beans, on the other hand, decreased in the Netherlands

and, to a lesser degree, in Italy.


User
Rectangle


- 84

For the 1980/8l marketing year the activating price for aid forvpeas and
field beans was fixed at 37.59 ECU per 100 kg of soya cake, while the
minimum purchase price was set at 22.66 ECU/100 kg. The aid varied between
9.910 and 5.917 ECU/1C0 kg. The gradual reduction in the aid during the

year reflects the increase in world market prices for soya.

For the 1981/82 marketing year, the activiating price for the aid was fixed
at 41.83 ECU/100 kg and the minimum price at 24.47 ECU/100 kg; these
prices represent increases of 11.3% and 8% respectively as compared with
1980/81.

Expenditure on this sector by the EAGGF Guarantee Section in 1980 totalled
27 million ECU. The appropriations set aside for 1981 in draft Amending
Budget llo 2 total 33 million ECU. The appropriations under the draft 1982
Budget amount to 46 million ECU.
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-7. COT?0N, FIBRE FLAX AND HEMP

a. Cotton
1. Introduction

Although cotton is not included in Annex IT to the Treaty, Protocol No 4 on
cotton which is part of the Treaty of Accession of Greece recognizes the

specifically agricultural character of this production.

At Community level cotton is of limited importance both with regard to the areas
planted (1%0 000 - 145 000 ha in recent years, or 1.5% of the UAA) and with
regard to the number of producers (50 000). levertheless, for Greece, which is
effectively the only producer Member State, cotton is of very great economic and
social importance. The yield of unginned cotton and fibres is very high in
Greece (in 1979/80, 743 kg/ha compared to a world average of 446 kg and 613 kg
in the United States) and the fibres produced (118 000 t in 1980) are of
excellent quality. At present about 75% of thre harvest is mechanized but the
small size of the cotton fields (2.8 ha on average) does not facilitate

mechanization of the use of machinery.
The Community share of world cotton production is only 1%.
2. Production

Under the Greek national aid system it has not been possible to maintain the
area under cotton. It sank from 183 000 ha in 1977 to 168 000 ha in 1978,

142 000 ha in 1979 and 141 000 ha in 1980. For 1981 the area under cotton is
estimated at 128 500 ha. The area under cotton in Italy is only about

3 000 ha. Community production in 1980 was 358 000 t of unginned cotton and
118 000 t of cotton fibres compared to 323 000 and 107 000 t in 1979.
Production of cotton seed was 195 000 t in 1980 compared tp }?5 000 ¢t in 1979.

3. Trade

Since unginned cotton is difficult to transport over long distances both for
technical (preservation is difficult) and economic reasons (it is more
profitable to gin the cotton on the spot), there is no international trade in

this product.
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Since the Community has a spinning capacity which is far greater than its

production of fibres, it imports large quantities.

In 1980 the Community of Nine imported 790 000 t of cottoﬁ fibres (raw cotton

plus linters) compared to 741 000 t in 1979. The United States (141 000 t), the
Soviet Union (137 000 t), Turkey (65 000 t), Guatemala, the Sudan and Egypt are
the main suppliers (58% of total supplies). Community exports of cotton fibres

are very limited.

Trade between Greece and non-member countries is limited.

Prices

Because there is no trade in this product there are no world prices for unginned

cotton.

As regards the world price for fibre, the "A" index published by Liverpool
Cotton Services and by "Cotton Outlook” is considered one of the most
representative of the world spot market for a specific usual grade (strict
middling up to 1 August 1981 and middling after that date, with a length of
27 mm).

During the 1980/81 marketing year the world price for cotton reached record
levels. In September 1980 it even passed the level of 100 US ct/lb compared to

an average of 86 ct/1b in 1979/80, 76 ct/1b in 1978/79 and 65 ct/1lb in 1977/178.

Aid system and budgetary expenditure

The aid system involves the granting e&f aid for the Community quantity of
unginned cotton, equal to the difference between a guide price fixed every year
by the Council and the world market price recorded regularly.by the Commission.
The aid is granted to ginning undertakings provided that they have paid the
producer at least the minimum price fixed by the Council for the marketing year
in question. The full aid is granted only for a limited quantity. Any excess
production results in a reduction in aid for all producers, so that this maximum

quantity provides a barrier to any excessive development of Community production.
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In any case, production finds a natural 1imit in the fact that fertile irrigated

land in an area with a subtropical climate is not very abundant in the Community.

For the 1981/82 marketing year, the Council fixed the guide price at

76.00 ECU/100 kg, the minimum price at 72.20 ECU/100 kg and the quantity of
unginned cotton which will receive the full aid at 430 000 t. On this basis,
the Commission fixed the aid applicable from 1 September 1981 at about

25 ECU/100 kg. Since then it has been adjusted in line with world price
movements. Assuming that the world price recorded at the start of September
1981 (about 51 ECU/100 kg) can be taken as a probable average for 1981/82,
expenditure by the Guarantee Section of the EAGGF on cotton is estimated at

about 95-100 million ECU for the marketing year.
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Fibre flax and hemp

Introduction

The area under flax and hemp is less than 1% of Community UAA, but these crops

are of considerable importance for the regions in which they are concentrated.

For some years the Community area under fibre flax has fluctuated around

60 000 ha. Fibre flax is grown on about 10 000 farms in the Netherlands,
Belgium and northwest France. Flax straw is processed there into fibres in
about 250 retting and scutching concerns. Their number is decreasing but they
are growing in size and they produce a high and relatively stable quantity of
raw materials which the Community lacks: natural textile fibres, oilseeds and
wood particles. The Community accounts for only 4% of the total world area
under fibre flax (1.5 million ha) but for 12% of world production of flax fibre
(695 000 t), as a result of yields whih are well above average.

Paper hemp is grown only in a very small area in France. The raw material
supplied by 1 500 to 2 000 producers is used in manufacturing special types of
paper. Italy produces a very small quantity of textile hemp. The accession of

Greece has had no effect on either the flax or the hemp sector.

Production

In 1980 the Community area under fibre flax remained slightly below the

60 000 ha level: it was 58 000 ha against 57 400 ha in 1979 (+1%) and 60 300 ha
in 1978. The relative importance of the producer Member States has hardly
changed: France 80%, Belgium 13% and the Netherlands 7%. Dew retting continues
to replace water retting, the higher cost of the latter (in terms of labour and
energy) being insufficiently compensated by the additional return from a higher
seed yield and greater suitability for the production of cer;ified seed. This
trend is a danger to future supplies of good quality certified seed,
particularly in years when weather conditions hamper or delay seed stripping in
the fields. '
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In 1980 fibre yield and quality were below average since retging did not take
place in good weather conditions. Production amounted to 502 000 t of straw and
84 700 t of fibres, a slightly lower production of fibres (-3%) than in 1979

(87 200 t). ‘

The area under paper hemp, after a steady increase in previous years, fell from
10 500 ha in 1978 to 8 800 ha in 1979 (-16%) and dropped sharply again in 1980 to
only 6 900 ha (-22%).

The difficulties in selling paper have caused paper mills to conduct a very
cautious buying policy and the slump in sales of hemp seed has further affected

the profitability of this crop.

Consumption and stocks of fibres

Stocks of fibres held by scutching concerns, dealers and spinning undertakings at
the start of the.l980/81 marketing year were estimated by the trade at 62 000 t,
of which 20 200 t were held by scutching concerns and 1 600 t by dealers. These
stocks were relatively high, although not-so high as to cause alarm, and exceeded

the figure recorded for the previous narketing year.

Demand within the Community has dropped relaively sharply because of the poor
situation in the dry spinning and string and rope industries which mainly

purchase low quality short fibres.

As regards trade, exports have stayed the same and there has been a considerable
reduction in deliveries from non-member countries, both compared to the previous
marketing year and to normal levels. This latfer trend is explained by the
reduction in the demand for low quality fibres. In view of this and despite a
slight drop in Community supplies of fibre, stocks held by the scutching
undertakings and the trade rose throughout the marketing yea;tbincreasingly
depressing the market. At the end of the marketing year sidéks amounted to

37 500 t held by scutching undertakings and 4 000 t held by dealers.

The slump in sales of short flax fibres affected hemp fibres, stocks of.which
held by the scutching undertakings at the end of the 1980/81 marketing year were

double the figure for the two years previously.
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In view of this situation the Commission decided in July 1981 to provide aid for
the private storage of flax fibre. In July and August storage contracts were
concluded covering 15 200 t of flax for periods varying from three to six

months, and for 2 165 t of hemp line for a period of twelve months.

Trade

Since its value in terms of weight and volume is too small to Justify
long-distance transport, there is no trade in flax straw with non-member

countries.

In 1980 retting and scutching concerns in Belgium purchased 64 400 t of flax

straw in France and the Netherlands to swell the Belgian crop.

The quantities of fibre flax imported in 1980 (14 000 t) represent a sharp drop
(21 500 t in 1979) but the guantity exported (27 000 t) exceeds that recorded in

previous years.

The Community does not produce enough low and medium quality fibre, which it
imports from Eastern Europe, Egypt and China where it is produced in large
quantities, but it supplies the entire world with good and superior quality

fibre which is not produced elsewhere.

Imports of hemp fibre fell to 6 300 t compared to 8 600 t in 1979 and exports
were only about 10 000 %.

Prices

In 1980/81 prices of flax straw (-12%), the estimated return for producers
(-10%Z) and the average selling prices of flax fibres (-20% for water-retted flax
and -10% for dew-retted flax) dropped considerably compared to the previous

marketing year.

The contract price for hemp straw agreed between producers and. users rose from
420 FF/t (75.44 ECU/t) in 1979 to 435 FF/t (75.40 ECU/t) in 1980.

Qutlook

In 1981 the area under fibre flax in each of the Member States dropped
considerably (13-19%) and the Community area was only 49 600 ha compared to
58 000 ha in 1980 (-14%).
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Quality and yield were very uneven in the case of both straw and fibre, since
weather conditions during the period of the harvest and dew retting varied
considerably from one‘region to another. The harvest was so variable that by
mid-October it was impossible to have any idea of the quality or the extent of
production for the entire Community because a large proportion of the French
harvest (about 15 000 ha) had not bet been brought in. Therefore it would be
too risky at the time of writing to make any market forecasts for the 1981/82

marketing year.

The drop in the areas under hemp, which began in 1979 after the stesdy expansion
of the crop in previous years, continued in 1981. Only 5 800 ha were sown
compared to 6 900 ha in 1979 (-16%) since the slump in sales of hemp line and
hemp seed was not fully compensated for by the rise in the price of straw

(475 FF/t compared to 435 FF, i.e. up 9.2%).

Projections for fibre flax for 1982/83 and beyond

The generally unsatisfactory and in some cases disastrous results of the 1981
harvest are unlikely to encourage producers or scutchers to grow flax. Users of
flax are also affected by the general economic crisis which has hit the textile
industry too. The increase in fibre exports and the drop in imports is the only

positivefactor in this sector at present.

The future of the sector will be assured only if flax succeeds in capturing an
increasing share in the range of textile products available to the modern

consumer.

nTherefore the future balance of the market will depend increasingly on the

competitive and commercial power of flax compared to other fibres.

Budgetary expenditure

The aid for fibre flax rose from 264.71 ECU/ha for 1980/81 to 296.48 ECU/ha for
1981/82 (+12%2). Of this amount, 14.82 ECU are to contribute towards financing

measures to encourage the use of flax fibres.

For hemp, aid is 269.26 ECU/ha compared to 240.41 for 1980/81 (+12%).


User
Rectangle


- 92 -

Aid for storage contracts was fixed at 2.25 ECU/100 kg per month for flax and
0.82 BCU for hemp and the total cost of this operation will be 2.0 million ECU
(1.765 million for flax and 0.213 million for hemp). Expenditure by the LAGGF

Guarantee Section on flax and hemp will therefore be 16.8 million ECU in 1980


User
Rectangle


I.

IT1.

- 93 -

8. SEEDS (1)

Introduction

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

- dried leguminous vegetables for sowing ’ ccy 07.05 A
- hybrid maize for sowing CCT 10.05 A
- rice for sowing CC? 10.06 A
- oilseeds and oleaginous fruit for sowing cCc?T 12.01 A

- seeds, fruit and spores, of a king used for sowing cc? 12.03

FPodder seed must be considered not only from the standpoint of seed production,
but also from the stendpoint of the species' function iIn crop rotation.
Leguninous plants used as the initial crops increase the nitrogen content of
the soil in which they grow. It should also be remembered that indigenous
varieties are generally more persistent (long-lived) than varieties imported

from abroad.

Community production of fodder seed in 1980 was about 2.2 million quintals,
approximately 25% of the world total (United States, Canada, liew Zealand,
EEC). The Community is self-sufficient overall, although it is a net importer

of certain species.

.
From the 1979 harvest, rice seed has been included in the common organization

of the market and receives aid of 12.1 FCU/100 kg.

Production

Denmark is the main Community producer in particular of grasses, of which tre
lletherlands and the United Kingdom are also major producers. France and Italy

are the main producers of leguminous plants.

Ir 1980 production of fodder seed in the Community was about 2 200 000 q

(1 877 000 q in 1979), the increase being mainly in the production of

leguminous plants.

Compared to 1980 (219 799 ha) the area declared for the 138l harvest in the
Community of Ten (263 860 ha) represents an increase in the leguminous plants
sector while grasses have remained almost stationary or even decreased slightly

as follows:
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Festuca pratensis 7 172 ba in 1980 compared to 6 169 ha in 1981
Poa pratensis 9 744 ha in 1980 compared to 7 751 ha in 1981
Phleum pratense 4 128 ha in 1980 compared to 3 322 ha in 1981

A provisional estimate for the 1981 harvest  indicates production at a similar

figure to that in 1980, i.e. about 2 200 000 q.

Rice production rose by about 21% (315 000 g in 1981 compared to 260 000 q in
1980).

Supply situation

Community supplies continued to be satisfactory. With 2.4 million q ava;lable
and an estimated demand of 1 540 0CO q the Community was able to cover its own
requirements. In the next marketing yea the situation should remain almost
the same. However, trade with non-member countries will be maintained, in
particular in certain species where the EEC has a deficit (Arrhenaterum

elatius, Vicia sativa, Phleum pratnse, Festuca arundinacea).

Stocks at 1 July 1981 totalled about 800 000 q. The largest quantities were
of Lolium multiflorum (147 507 g) compared to 250 000 q last year and of high
persistence Lolium perenne (98 240 g compared to 200 000 q in 1980).

The stock situation therefore seems to be improving compared to last year.

the world supply situaticn is generally good and no particular difficulties

are expected.

Prices

The level of producer prices in the Community shows a tendency to rise

compared with the same period last year. The sharpest drop was registered for
Lolium perenne L. and Lolium multiflorum L. Prices on the Danish market,

which is the main Community market, were as follows:
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ECU/100 kg

September 1980 September 1981
Lolium perenne L. 117 75 ‘
Loliun multiflorum L. 79 63
Festuca pratensis L. 145 106
Poa pratensis L. 141 118

Countervailing charges applicable to imports of hybrid maize range at the
moment (October 1981) between 3.6 - 33.6 ECU/100 kg depending on the country

of origin.

For the 1981/82 marketing year reference prices have been fixed as follows:

I. double hybrids and topcross hybrids 70 ECU/100 kg
II. three-cross hybrids 95 ECU/100 kg
III. single hybrids 136 ECU/100 kg

Action decided

The Council has decided on the amount of aid in the seed sector applicable in
Creece for the 1980/81 and 1981/82 marketing years. The lists of varieties of
Lolium perenne L. (high persistence, late or medium late, low persistence,

redium late, medium early or early varieties) have been slightly altered.

Qutlook

The 1981 harvest seems to be about the same size as in 1980 and consequently,
in view of existing stocks, prices should be faintly stable. Tevertheless
there might be some drop in prices for species of which stocks are high

(L. multiflorum, L. perenne, etc.).

Budgetary expenditure

EAGGF Guarantee Section expenditure on seeds was 32.0 million ECU in 1980 and

is estimated a2t 39.0 million ECU in 1981.
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9. WINE

1979/80 Wine-growing year

Introduction

In 1980 wine represented 4.8% by value of the Compunity's final
agricultural production. In the 1979/80 wine-growing year the area under
vines in production amounted to 2 443 000 ha, or 2.4% of the Community's
UAA; in four years the area has been reduced by 73 000 ha (3%).

mhe International Vine and Wine Office puts world wine production in
1979/80 at 378 million hl, which is 82 million higher than the previous
year's figure and much higher than average production over the last six
years (323 million hl).

Production

Production in the Community (including Greece) was 183 million hl in
1979/80 (a record), compared with 144.5 million hl in 1978/79 and 134
million hl in 1977/78. 1In the three years it represented 48.4%, 48.8% and
46.4% respectively of world production.

Since the area under vines in the Community represents only about 24% of
the world vineyard, the average Community yield is considerably higher than

the world average.

Consumption

In 1979/80 total internal utilization accounted for 162 million hl compared
with 140 million hl in 1978/79, a 16% increase; these quantities include

the intervention distillation mentioned below..

a) Human consumption

In 1979/80 direct human consumption was 129 million hl agsinst 127
million hl in 1978/79. These figures indicate a slight upturn in
consumption (probably owing to the increase in growers' own consumption
which generally occurs in years of abundant harvest) but the trend is
still downwards, for the reduction in consumtion in the major producing

countries is not likely to be offset by the slight increases elsewhere.
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b) Processing
The quantities processed in 1979/80 amounted to 32 million hl, including
guantities used for making spirits of designated origin, quantities
distilled under compulsory distillation measures and quantities
distilled with Community aid. Quantities distilled in Creece with
national aid are also included.
The quantities distilled with Community aid in 1979/80 totalled 18
million hl. In the two previous wine-growing years the quantities
processed were 12 million hl and 11 million hl respectively, while the
quantities distilled with Community aid were 1.7 million hl and 1

million hl.

c) Self-sufficiency

The degree of self-sufficiency of the Community of Ten in 1979/80 for al
internal utilizations was 112.3% (102.6% in 1978/79).

If the guantities distilled under the various intervention measures
(about 18 million hl) are deducted from the supply figure, the degree of
self-sufficiency for 1979/80 becomes 126.6%, compared with 103.8% in
1978/79 and 94.6% in 1977/78.

Stocks

At the end of 1979/80 stocks in the Community of Ten amounted to 94.1
million hl, well up on the previous years (78.1 million hl in 1978/79 and
76.6 million hl in 1977/78).

Trade .

In 1979/80 imports into the Community of Nine were 5.8 million hl, against
6.2 million hl in 1978/79 and 5.9 million hl in 1977/78.

In 1979/80 Community exports rose further and reached 9.2 mi}lion hl, a

35% increase over 1978/79 and 129% increase of 1977/78.

This new increase confirms the trend which has been evident since 1575/76

and is mainly due to expanded Itaslian expofts.

In 1979/80 imports were 37/1% less than exports, while in 1978/79 they had
been 9.4% less and in 1977/78 46% more.
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II. 1980/8l Wine-growing year

1'

Production

“he most recent production figures indicate a volume of 164 million hl, a

reduction of 19 million hl compared with the previous year.

Consuption

Total internal utilization accounted for 160 million hl, a reduction of 2

million hl.

a)

b)

3.
a)

b)

Human consumption

In 1980/81 direct human consumption was 125 million hl, confirming the

downward trend which has been apparent for several years.

Processing

The quantities processed in 1980/81 amounted to 33%.6 million hl.
compared with 31.0 million hl in the previous marketing year. The
quantities distilled under Community intervention measures have
increased again and amount to a volume of 22.8 million hl., as against
18 million in 1979/80.

Prices

Official prices

For 1980/81 the average increase in guide prices for all types of table
wine was 5.5%; this followed an average increase of 1.5% in the
previous year.

Average prices for the wine-growing year

Red wine of type R I

French prices remained fairly stable throughout the year, with a slight
weakening in the first few months. They picked up at the end of the
year and finished at the previous year's level. The ah&uél averages
vere genecrally about 4% up on the previous year's prices, except at one

marketing centre. -

The prices of Italian wines, however, fell very low. Annual average
prices were much lower than the previous year's, with the difference

varying between 12% and 31%.
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Red wine of type R II

Prices at the only French centre considered remained fairly stable, but

were slightly lower than the previous year.

Italian prices, which were obtained mainly from Bari, were fairly
irregular. They were weak throughout the year and finished at their

lowest level. Annual average prices were 7% to 20% down on the previous

year.

White wine of type A 1

French prices were very high throughout the year. Their annual averages

were 27% to 33% up on the previous year.

Italian prices, on the other hand, were 5% to 10% down on average prices
for the previous year. Prices were eroded gradually until April and

then picked up slightly towards the end of the year.

In the case of Italy the falls are even more marked if the 5.5% increase

in guide prices is taken into account.

German wine
During the first three months of the year the prices of red wines

increased by 26% compared with the previous year.

Greek wine
Greek prices, for which there were very few quotations in view of the
small quantities marketed, were generally around the activating prices

e

for the various intervention measures.

Prices on the Spanish market

In 1980 the average price of Spanish white wines was arounqv67% of the
average price of Community wines, whereas in 1979 it was still 76% and
in 1978 78%.
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The fall in the prices of red wines was even more marked. In 1980 the

prices of Spanish wines were 80% to 85% of average Community prices,

- whereas they were still between 115% and 125% in 19798 and between

102% and 105% in 1978.
These prices can be related to production in the corresponding year:

48 million hl in 1980, 29 million hl in 1979 and 22 million hl in 1978.

III. Outlook

a)

b)

Short-term : forecasts for the 1981/82 wine-growing year

The latest information\available suggests that the 1981/82 harvest
will yield some 20 million hl in less than the previous year.

Production should be around 144 million hl.

Medium term

The last two harvests were very abundant and increase the risk of
bigger average surpluses. It is therefore more necessary than ever to
apply the instruments set up by the 1980-86 action programme
effectively, especially as regards the conversion of vineyards to
other uses. This requires the parallel implementation of a market
policy which is consistent with the structural action programme, and
the Commission has therefore drafted a proposal for amending the

market management mechanisms.

IV. Economic Aspects

a)

Levies and refunds

1) Import levies

The import levies in the wine sector are known as “countervailing
charges” and play only a very minor part since they do not apply to
the 19 non-Community countries which have undertaken to observe the
reference price and which are the Community's prinéipél suppliers.
The level of the countervailing charges remained unchanged
throughout 1980/81, except for liqueur wines, for which the charge
was reduced from 17 to 10 ECU/hl.
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2) Export refunds

Export refunds remained at the level fixed at the end of 1979. The
quantities qualifying for refunds rose considerably and reached 2.5
million hl in 1980 against about 500 000 hl in 1979 and 220 000 hl
in 1978. They should stay at around the same level in 1981.

b) Quantities in respect of which intervention measures were taken

As in 1979/80, all the intervention measures were applied:

- at the start of the marketing year:

- authorization to conclude long-term storage contracts for table
wines, grape must and concentrated grape must,

- distillation carried out under the "price guarantee" (reserved for
holders of long-term storage contracts),

- préventive distillation;

- so-called additional obligatory deliveries for distillation
(distillation of additional quantities in connection with the
obligatory distillation of by-products of wine-making);

- and, as in 1980, so-called exceptional distillation had to be
started in May 1¢81.

The quantities of wine distilled with Community aid were of the order of

22.8 million hl, against 18.2 million hl in 1979/80.

The monthly average quantities covered by storage contracts were roughly
the same as in the previous year and amounted to 28.1 million hl (27.1
million hl in 1979/80), the maximum figure being 42.1 million hl (41.7
million hl in 1979/80).

c) Stock situation

At the beginning of 1980/81, stocks held by producers and the trade in
the Community of Ten amounted to 94.1 million hl (against 78.1 million
hl at the beginning of 1979/80). A similar quantity can be expected at

the end of the year.

d) Price unity
Honetary compensatory amounts in the wine sector were applied ony to.
Italy and Germany in 1980/81l, and only to table wines produced in those

countries.
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A similar quantity can be expected at the end of the year.

d) Price unity
Fonetary compensatory amounts in the wine sector were applied only to
Italy and Germany in 1980/81, and only to- table wines produced in those
countries.
The representative rates for all currencies, with the exception of the
German mark, were altered with effect from 6 April 1981 in the wine

sector.

Budgetary expenditure

Expenditure by the Guarantee Section of the EAGGF on wine amounted to
299.5 million EUA in 1980; the provisional figure for 1981 is 618.0
million EUA and the estimate for 1982 is 416.0 million EUA. This is 2.6%,

5.3% and 3.1% respectively of total expenditure by the Guarantee Section.

The figure of 618.0 million EUA can be broken down into 30.0 million EUA

on refunds and 588.0 million EUA on intervention.

Impact of Greek Accession

The accession compensatory amounts apply to red table wines and represent

for 1981 10% of the guide prices.
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10. RAW TOBACCO

1. Introduction

In 1980, world leaf tobacco production was 6.5% lower than in the previous year,
reaching 5.06 million t (4.54 million baled)(2). Virginia flue-cured accounted
for about 40% of total production and of all trade. On the other hand,
Community production in 1980 (178 300 t) fell by 10.4%, compared with the
previous year's exceptional harvest. Raw tobacco accounted for 0.4% of the

value of the Community's final agricultural production in 1980.

2. Production and structure

Between 1973 and 1980 Community production increased by 12%, mainly because of a
considerable increase in yields per ha. The tobacco sector has underdone a
far-reaching change in the structure of its production (development of
co-operatives) and marketing (rationalization and concentration of undertakings)
since the entry into force of the common organization of the market (1970), in
the direction of better adjustment to actual market requirements.

The exceptionally favourable weather conditions in 1979 account in part for the
Tfollowing changes in Community production levels in 1980:

- dark air cured varieties : a decrease of 10.5%;

- light air cured varieties: a decrease of 4.4%;

- flue-cured varieties : a decrease of 14.4%;
- sun-cured varieties : a decrease of 19.2%;
- fire-cured varieties : a decrease of 6.2%.

" 3. Degree of self-sufficiency

Consumption

In 1980 world consumption of baled tobacco increased by 1%,‘amounting to
5.96 million t, despite the fall in cigarette sales in several developed
countries; for the second year in succession production (baled tobacco) fell

short of consumption.

(1) It should be noted that production in the People's Republic of China fell
from 1 million t in 1978 to 700 000 t in 1980.
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The Community's degree of self-sufficiency is about 26%. Consumption in the
Community of Nine has more or less stabilized, mainly as a result of the
ecoriomic recession, the increase in taxes and the anti-smoking campaigns.
Consumption has fallen sharply in France and the Federal Republic of Germany,
but certain upward trends are evident in other Member States such as Italy and
the Netherlands. It should be pointed out, moreover, that although at world
level there has been only a slight increase, there is an average increase of
over 5%, with peaks of 10-15%, in the developing and oil-producing countries.
The steep rise in consumption of "light cigarettes” (low nicotine and tar
content) continued in 1980 and a shift in trade to those countries exporting
neutral-reaction tobacco for filling may be expected, as well as an increase in

demand for light tobacco, particularly Burley.

Trade

Vorld exports in 1980 amounted to 1.3 million t, which is 4% less than in the
previous year.

lew manufacturing techniques, which reduce the tobacco per unit of consumption,
should combine with increased prices (tax measures) and health considerations to
bring about a drop in consumption and, consequently, in import demand,
especially in the industrialized countries. It should also be stressed that the
developing countries and the countries with planned economies are taking an
increasing share of world trade. ‘

In 1980 Community exports were 13.5% down compared with 1979 (37 000 t) whereas
imports fell by 6.2%. Virginia flue-cured tobacco accountes for more than two
thirds of total imports. Furthermore, about one third of imports enter the
Community at a zero or preferential duty under the terms of the EEC policy
towards the developing countries (generalized preferences, ACP). As from

1 January 1980, Zimbabwe - one of the largest tobacco-producing and exporting
countries - was admitted to the ACP system. In 1980 its exports to the
Community asmounted to about 26 000 t.

This policy, whereby tobaccos in direct competition with thoge produced in the
Community enter the Community of favourable terms, also means that stronger
support measures are needed under the common organization of the market

(premiums and export refunds).

Prices
Prices on the world market were more or less stable compared with the previous

year: on the other hand in the United States, the most representative market
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at world level, Virginia flue-cured and Burley reached f.o.b. export prices of
$5.47 and $5.67 per kg respectively, an average increase of 10%.

The'prices of oriental tobaccos, which are still showing the effects of
over-production in Turkey, Greece, Bulgaria and Yugoslavia, continued their
downward trend; minimum export prices have béen lowered and export subsidies and
credit facilities have been granted. The situation shows no sign of changing in
the course of the next marketing year, particularly in the case of average/large
quantities.

As far as the situation within the Community is concerned, planters generally

received the norm price for the 1979 crop.

Outlook

The first indications for 1981 are that world consumption of raw tobacco will
increase by more than 1% whereas production in the main producer countries,
where yields remain more or less stable, will not follow suit. This increase
applies to all the major varieties, with the exception of fire-cured and
sun-cured, which should decrease owing to the fact that their use continues to
fall. f

However, with particular reference to the Community position, it should be
stressed that the structural difficulties affecting some varieties (particularly
oriental tobacco) will continue but that there will be a decrease in cultivated
areas and hence in production, owing to the disincentives introduced
(application of Articles 12a and 13 of the basic Regulation).

Intervention buying of oriental tobaccos from the 1979 harvest amounted to

9 700 t, whereas the forecast for 1980 is some 6 000 t.

Fconomic aspects of the measures tagken

In 1980 the basic Regulation was amended by inserting Article 12a which provides
for an automatic reduction of the derived intervention price’"with a view to
limiting the quantity of tobacco offered for intervention. The quantities
offered which are in excess of a certain proportion (25%) of the undertaking's
total production are Bédght in at the derived intervention price less 10%9. This
measure, which is of a permanent hature, entered into force as from thefl980
harvest.

When approving the prices for 1981 it was decided, under Article 13 and in the
light of the crisis affecting oriental tobaccos (Xanti, Perustitza and

Erzegovina) and Kentucky tobacco, to introduce specific measures in order to
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reduce the intervention price and limit the quantity of tobacco qualifying for
intervention. To this end the measures concerned will cover three successive
harvests (1981 to 1983) and will be aimed at ensuring that the quantity of
tobacco offered for intervention does not exceed 15% of the production marketed

during the three reference harvests.

Concerning the impact of the application of Article 12a, it would appear that
the production of oriental tobaccos has fallen by 10-15%, despite the fact that

the measures were applied only recently.

During 1981 Burleyn (908 t) and Forchheimer Havanna (770 t) tobaccos were sold
by tender. It should be noted that no tender was submitted for the Beneventano
variety (3 434 t) in connection with this tendering procedure. Suitable
measures for the disposal of this variety - in storage since the 1974 harvest -

are at present being considered.

A second invitation to tender is now open, for a total of 6 752 7 of oriental
tobacco (the three varieties). The intervention agencies accordingly still hold

in storage 46 971 T from the 1974, 1975, 1976, 1977 and 1978 harvests.

The payment of export refunds has certainly contributed to the EEC's maintenance
and replacement of its traditional commercial outlets. Ne&ertheless, recent
developments in international trade have sharply restricted export opportunities
on the world market. Indeed, while the quantities of produce from the 1975
harvest which benefited from export refunds reached 22 690 t, the corresponding
quantities from the 1977, 1978 and 1979 harvests declined progressively:

12 723 t, 11 332 t and 16 255 t respectively.

-

Budgetary expenditure

EAGGF Guarantee Section expenditure in the raw tobacco sector was

225.4 million EUA in 1979 and 309.3 million in 1980, i.e. 2.2% and 2.7%
respectively of total expenditure. This development can be attributed to
seasonal variations in production, due particularly to fluctuations in unit

yield. Expenditure for 1981 is expected to be 327 million LUA.
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11. FRUIT AND VEGETAELES
Fresh fruit and vegetables (1)

Introduction

Production of fresh fruit and vegetables in 1980, including crops for

processing, went up by 1.1% compared with 1879.

Within the Community of Ten, Italy is by far the largest producer,
accounting for 49% of Community fruit production and nearly 42% of
vegetable production. Second place goes to France, with 17% of both fruit
and vegetable production, while the third most important producers are
Germany for fruit (16%) and Greece for vegetables (13%), closely followed
by the United Kingdom (12%).

Production

Fruit production (1) in the Community in 1680 was 20.6 million t, an
jncrease of 2.3% over 1979 but still close to the average figure for

previous harvests There were increases or decreases of varying amplitude

in all the Member States.

The following obervations may be made about the main fruit crops:

- in ggglg production, which accounted for 35% of fruit production, the
1980 harvest was 1.5% lower than in 1979 with a drorp in all Kember
States except Belgium, the Netherlands and France, which recorced

increases;

- 1in pears, (19% of fruit production) the situation was similar with a
marked drop in harvests in the United Kingdom and the Ketherlands and a
smaller decline in France; production in Germany, Italy ané Belgium is
rising; the harvest for the Community as a whole was 11% higher than in

19795

- the peach harvest in 1980, although slightly down in Italy (-42); was up

by a small amount in the Community as a whole compared with 1979 (+3%);

(1) Karvest figures relate to the Community of Ten.
X Some figures in this section may not agree with annual totals because

consumption figures are calculated by marketing year andé production ana
trade by calendar year.
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~ for table grapes, which represented 10% of fruit production, the 1980

harvest was 3.4% up on 1979; Italy is by far the largest producer,
accounting for 72% of Community production.
Commercial vegetable production in the Community reached 28.5 million t,
much the same as in 1979. Production fell in Germeny, the Ketherlands,
the United Kingdom, Ireland and Tenmark and remained about the same in

France and Greece. BEelgium and Italy saw a slight increase.

3. Consumption

Internal consumption of fruit (1) in the Community of Ten in 1979/80 came

to

19.1 million t, an increase of 0.7% over 1978/79. For citrus fruits

this consumption was 7.3 million t.

Internal consumption of vegetables, at 33.7 million t, showed an increase

of 1.9% compared with the previous marketing year.

a)

b)

human consumption

Human consumption was the principal use made of fresh or processed fruit

and accountea for 89% of all internal consumption.

Per capita annual consumption in the Cbmmunity of Nine amounted to

86.0 kg (24.0 kg of citrus truit and 62.0 kg of other fruit).

Human consumption of vegetables was 90.2% of all internal consunption,

Per capita annual consumption was 104.6 kg for the Community of kine.

Animsl consumption and industrial uses

These two outlets, which include industrial uses for non-food purposes,
tend to be adventitious and the quantities of fruit and vegetables which
they absorb are appreciably less significant than wastage during

marketing.

(1) Including preserves and fruit Juices, but excluding tropical fruits and

dry or dried fruits.
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c¢) Degree of self-sufficiency

The Community of Nine's degree of self-sufficiency is particularly high
for vegetables, reaching 95.9% in 1980/81; the figure for non-citrus
fruit is 79.2% and for citrus fruit 42.0%.

Community of Nine's trade

In 1680 the Community's total imports of fresh fruit from non-member
countries amounted to 4.5 million t, a rise of 0.3%% over 1979. Citrus
fruits were by far the predominant import at 3.2 million t (oranges 1.8;
grapefruit 0.44; small citrus fruits 0.67) since apples, which occupied

second place, accounted for only 0.43 million t.

Fruit exports were just over 0.7 million t, including 0.20 million t of

apples, 0.1 million t of lemons and 0.07 million t of peaches.

Imports of fresh vegetables from non-member countries totalled

1.19 million t.
Intra-Community trade in fresh fruit and vegetables was also substantial.

Although the quantity of fruit traded within the Community did not equal
imports from non-member countries, it nevertheless totalled 2.6 million t.
Apples (1.08 million t) were the main product, followed by table grapes
(0.36 million t) and pears (0.24 million t) '

Intra-Community trade in vegetables, on the other hand, totallea
2.4 million t, approximately twice the quantity imported from non-member

countries. Tomatoes were the main product at 0.39 million t.

Prices

a) Common prices

Easic prices and buying-in prices were increased for the 1980/81
marketing year so that the resulting average withdrawal prices at which
producer groups buy back their members’' unsold produce were 6% higher
than in the 1979/8C marketing year for all products except dessert

apples, where the increase was 5¢5%.
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In the case of Greece, basic prices and buying-in prices were fixed by
the Council with effect from 1 January 1981 for the part of the
marketing year remaining, based on the difference between average
producer prices in Greece and in the Community of Nine over the grevious

three marketing years.

The average increase for 1981/82 was 11% for all products except dessert -

apples (+ 9%) and tomatoes (+ 8%).

Reference prices, which determine the minimum level of entry prices for
a number of products imported from non-memter countries, were increased
on average by 4.7% between 1979/80 and 1980/81 for cucumbers, tomatoes,

table grapes, apples, pears, peaches, cherries and rlums.

In the case of lémons, oranges and mandarins, reference prices remained
at the level of the previous marketing year because of the link between
movements in the basic and buying-in prices, renetration premiums and

the reference prices for these products (see 7(c) ).

Between 1980/81 and 1981/82 reference prices were increased by an
average of 10%, except in the case of citrus fruits, where the increase
in the basic and buying-in prices was reflected entirely in the

renetration premiums.

The list of products covered by the reference price system was extended

to include aubergines and courgettes as from the 1981 marketing year.

Under the Act of Accession of Greece, the Community fixed Community
offer prices for 1981/82, to apply to imports from Greece to the other
Member States of 2ll products subject to reference prices, except

aubergines and courgettes.

larket prices

Fruit and vegetable prices fluctuate constantly and may vary
considerably from one time of the year to another, from one market to

another and even from one consignment to another.
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An analysis of the available data leads to the following conclusions, based

on an average basic and buying-in prices for pilot products.
- Apples (Golden Delicious, quality class I, 70 mm or over)

As the average prices for the 1979/80 harvest were derressed by a
slightly above-average crop, they settled around the average level
recorded in 1978/79. For 1980/81 the average price remained roughly
comparable to that of the previous year, but showed variations beiween
Member States. There were increases in the Netherlands (17%), Germany
(11.3%) and Belgium (13.3%) and decreases ranging from 3% to 8.8% in the
other Community countries. The United Kingdom and Ienmark do not have

meaningful quotations for this product.

The monthly analysis made throughout the marketing year showed that in
Belgium, Luxembourg and the Ketherlands apple prices were nearly always

very close to the basic price.

In Germany they fluctuated around the basic price, whereas in Italy and
in France prices were always very high.
- Pears (various, quality class I, 60 mm or over or 70 mm or over,

according to time of year)

Prices inthe 1980/81 season fell in almost all Community countries. The
considerable drop ranged from 15.8% in Italy to 4.7% in the United
Kingdom; the Netherlands &nd Germany were exceptions with increases of
13.5% and 19%. Ireland and Denmark do not have meaningful guotations

for this product.

The monthly analysis showed that there was a measure of stability in
prices. On all Community markets, they rerwained above the basic price
and sometimes reached the exceptional levels encountered in the previous

mnaerketing year.
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Peaches (various, quality class I, size 51/61 mm or 61/67 mm according

to the time of year).

In 198C, prices were 20.2% lower than in 1979 in France and 1.5% higher
in Italy; it should be said that the 1978 and 1979 prices sometimes
reached twice the basic price. The seasonal pattern was normal,

however, and the monthly average was above the basic price.

Table grapes (various quality class I)

Grape prices on the Italian market were 12.1% lower than in the previous
year. In France, by contrast, the average price was 8.8% up on the

previous year.

French prices moved at a level above the basic price, whereas in Italy
only the "Regina dei Vigneti" variety reached prices higher than the
basic price in August. Prices for the "Regina" variety, on the other
hand, remained more or less at the basic price level until early

September, falling to the level of the buying-in price in October.

Cranges (various, quality class I, size 67/80 mm)

Prices in 1980 were 14.6% up on the previous year.

However, the daily prices recorded throughout the year yielded quite
high monthly averages, which, according to the variety in question, were

sometirmes 10-15 ECU above the basic price.

Mandarins (quality class I, size 54/64 mm)
The average annual price for mandarins increased by 34.3% compared with
1979/80. ‘he monthly prices did not fluctuate greatly and were normelly

15-17 ECU above the basic price.


User
Rectangle


- 113 -
- lemons (quality class I, size 53/62 mm) .
The average annual price for lemons in 1980/81 was slightly higher than
in the previous year, when high prices were recorded as a result of

stagnating production.

Prices are still high and throughout the year the monthly averages were

above the basic price.

- Cauliflowers ("with leaves" or "trimmed"”, according to the period,

quality class I)
Average annual prices increased throughout the Communty compared with
1979/80, the increase varying from 0.7% (Ireland) to 43.9% (Italy).

Throughout the year there were variations in prices from one market to
another, prices sometimes being very high but sometimes close to -~ or

even below - the tasic price.

- Tomatoes ("round", quality class I, size 57/67 mm)
In 1680 prices rose in all the Community countries. The biggest
increases were in Italy (102%), Germany (65.1%), the Netherlands (44.8%)
and Belgium (39.7%). -
The monthly analysis shows that daily prices sometimes fell below the
basic price in France and Italy, particularly during the high season in
August and September and above all for the elongated "San Marzano"

varieties.

The changes - often rapid - in daily prices and the various coefficients
applied to products other than the pilot products explain why quantities of
some fruit and vegetables fell short of the withdrawal price and were
withdrawn from the market by producer groups, even vwhen the average prices

of the pilot product were higher than the basic price.
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¢) World prices

Given the perishable nature of the products, fruit and vegetable prices
form more or less independently on the principal markets. There are no

real world markets for such products and consequently no world prices.

d) Consumer prices

In view of the large number of varieties, quality classes and sizes of
fruit and vegetables, and in view of the wide differences in prices for
an apparently identical product from one retailer to another, it is not

possible to determine consumer prices for the various products.

Outlook

In the case of vegetatles - most of which are annuals - the rapid
succession of crops and the use of fixed or movable means of weather
protection make for flexibility and enable growers to adapt production

promptly to demand.

In view of the trends in vegetable production over the last few years and
the stability observed in this sector, no major changes are to be expected

for some time to come.

In the case of fruit, too, analysis of production trends over a relatively
long period shows a certain stability, albeit with considerable
fluctuations from one season to another, as was observed for example with
the 1977/78 harvest.

Economic aspects of the measures taken

a) Import ané export measures

i) Countervailing duties on imports

During the 1980/81 marketing year, countervailing charges were imposed
on imports of the following products: cucumbers from Spain and Greece;
tomatoes from Komania, Spain and Albania; peaches from Greece and

Bulgaria; tables grapes from Greece and Komania; certain varieties of

plums from Spain, Yugoslavia and Hungary.
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These measures, some of which were applied for only a short time,
resulted in higher prices for imported products following a drop or even

a complete halt in shipments to the Community (see also (iv) below).

ii )Export refunds

iii)

iv)

Export refunds were fixed during the 1980/81 marketing year for fresh
sweet oranges, fresh mandarins, fresh lemons, table grapes, walnuts in
shell, shelled almonds, shelled hazelnuts, peaches, dessert apples and

tomatoes.
These refunds, which vary according to product and are generally low,
were fixed only for destinations which afforded real export outlets and

only if there were export difficulties to be overcome.

Protective measures

Measures to restrict imports into the Community during the 1980/81
marketing year were taken only in France, where the free circulation of

tomatoes from Spain and Korocco was suspended for one day on 14 iay 19&0.

Apples from the southern hemisphere

Estimated exports from southern hemisphere countries and the price trend
for Community aprles were such that it was not necessary to ask
suprliers in the southern hemisphere to adjust their planned exports to -

the Community between March and August 1981.

However, the level of prices for apples from Chile and Argentina led to

the introduction of countervailing charges on imports of these products.
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b) Withdrawals from the market

c)

Intervention during 1980/61 was on a similar scale than in 1979/80 in
the case of aprles, peaches, tomatoes, cauliflowers and mandarins;
there was increased intervention in all other products except lemons,

where there were no withdrawals in either of the two marketing years.

The quantity of apples withdrawn was 429 000 t, equivalent to 6.%0% of
Community production. The largest withdrawals were in France

(160 000 t) but the highest proportion of the harvest was reached by
withdrawals in Belgium (16.4%, 52 704 t).

Vithdrawals of citrus fruit took place only in Italy and accountea for
70 000 t of oranges and %8 302 t of mandarins, 4.16% and 16.%7%

respectively of Italian output.

Withdravwals of peaches amounted to 45 000 t (3% 991 t in Italy) but this

represented only 2.78% of Community production.

Withdrawals of other products were even lower: 0.46% of production in
the case of cauliflowers and 1.28% in the case of tomatoes. Table
grapes withdrawn amounted to 530 t, equivalent to 0.031% of Community

rroduction; the figure for pears was 6.46%.

Measures to promote the marketing of Community citrus fruits

Veasures to promote the processing of oranges

Veasures to assist the marketing of products processed from lemons

The "rpenetration premiums” (financial compensation to promote the
marketing of Community citrus fruits) were fixed at the following levels
for the 1680/81 marketing year:

11.56 ECU per 100 kg net for oranges of the koro, Tarocco, Ovale

calabrese, Belladona, Havel and Valencia late varieties;

9.92 ECU per 100 kg net for oranges of the Sanguinello variety;
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6.53 ECU per 100 kg net for oranges of the Sanguigno and Biondo Comune
varieties;
$.92 ECU per 100 kg net for mandarins;
5.79 ECU per 100 kg net for clementines;
7.08 ECU per 100 kg net for lemons.
Compared with 14$79/80, the financial conpensation was increased by the
total percentage fixed for the increase in basic and buying-in prices of
the same products, i.e. €.0%.
The premium will be paid out in Greece only from the 1¢81/62 nmarketing
year, under the terms of the Act of Accession, which also sets out the
detailed arrangements. .
Pursuant to Council FKegulation (EEC) Ko 2601/69 of 18 Lecember 1969
laying down special measures to encourage the processing of certain
varieties of oranges, the minimum price to be paid by processors to
producers of oranges and the financial compensation payable to
processors were fixed for the 1980/81 marketing year at the levels shown

in the table below.

: Type of product : Hinimum price, : Financial compensation, :
: : ECU per 100 kg net : ECU per 100 kg net :
: :Greece(1): Other M. S. : Greece(l) : Other M. S. :

1
)
!
!
1
!
[}
[}
1
LX)
[}
3
!
!
[}
1
1
!
]
1
1
1
]
t
]
1
1
1
1
[}
!
!
!
1
1
[}
1
J
.

sCranges of the following :

¢ varieties : H : : :
¢ Biondo Comune : : : : :
: Class I : 8.96 : 10.90 : 5.37 : T7.31 :
¢ C(Class II : 736 8.95 : 377 s 5.36 :
: Class III : 5.80 : 7.05 : 2.21 : .46 :
: Oranges of (Class III or : : : : :
s mixed of the following : H : : :
: varieties : s : s :
: lioro and Tarocco : 11.43 : 13.61 : 7.84 : 1C.32 :
¢ Sanguinelilo : 10.60 : 12.90 : 7.01 : 9.31 :
: Sanguigno : 8.97 : 10.61 s 5.2 : Te% :

(1) Prices for Greece were fixed for the period from 1 January to 1% July 198l.
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Finally, under the measures adopted to essist the marketing of products
processed from lemons, which were applied for the first time in the
1977/78 marketing year, the minimum price to be paid to growers by
processors for 1980/81 in both the Community of Nine and in Greece was
fixed at 13.33 ECU per 1G0 kg net and the financial compensation payable
to processors at £.03 ECU per 100 kg net. This was the same level of

financial compensation as in the previous marketing year.
Price unity
No monetary compensatory amounts were fixed for fresh fruit and

vegetables.

Budgetary expenditure

EAGGF Guarantee Section expenditure on fresh fruit and vegetables
amounted to 195.1 million EUA in 1980, is provisionally put at 2%4.0
million EUA for 1981 and estimated at %55 million EUA for 1982, i.e.
1.7%, 1.9% and 2.6% respectively of total EAGGF Guarantee Section
expenditure. The figure of 234 million EUA can be broken down into 60.0
nillion EUA in retunds and 174.0 million EUA in intervention spending.
It should be pointed out that the expenditure forecasts for 1981 and

1982 take account of costs relating to Greece.


User
Rectangle


- 119 -

B. Processed fruit and vegetables

l. Introduction

Production of processed fruit and vegetables in the Community of Nine
(aggregate Greek figures not available) is shown for 1979 and 1980 in the
table below:

'000 tonnes
: Processed products : 1979 : 1980 (1)
: (Community of Nine) : :
VEGETAELES : : 4.850 (2) : 4.760 (x) :
H FRUIT : 2.800 : 2.800 :

(1) Estimated

(2) Includes preserved tomatoes

Production of processed vegetables dropped slightly in 1980 compared with

1979. One major reason was the fall in output of tomato-based products.

Production of some sensitive products in the Community of Ten was as
follows: -
a) tomato concentrates: production rose from 612 500 t in 1979 (Greece

180 000 t) to 632 100 t in 1980 (Greece 240 000 t), a rise of 2.2%.

b) whole peeled tomatoes: production fell from 1 254 000 t (Greece
30 000 t) to 1 184 100 t (Greece 40 000 t), a drop of 5.6%;

c) tomato juice (CCT heading No 20.07): production declined from 62 300 t
in 1979 (Greece 15 000 t) to 56 300 t in 1980 (Greece 20 000 t), a

decrease of $.6%;
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d) preserved mushrooms: preoduction remained much the same between 1979 ahd
1980 at 196 000 t and 197 000 t respectively (Greek production is
negligible);

e) preserved peaches: production fell slightly from 289 %00 t in 1979
(Greece 130 000 t), to 286 000 t in 1980 (Greece 150 000 t) a decrease
of 1.1%;

f) production of orange juice in Italy was 90 000 t in 1979 and remained
the same in 1980; production of lemon juice also stayed at 53 000 t in

1980.

2. Consumption and trade

The trade of the Community of Nineiin processed fruit and vegetatbles is

summarized in the aggregate figures in the table below.

1979
H : Imports Exports :
e : Total ¢ M EUA : Tonnes : MEUA :
: Total : 4.350.000 : 2.%10.000 : 2.670C.000 : 1.734.00 :
: Intra-Community exc.Greece: 2.19C.C00 : 1.469.000 : Z2.200.000 : 1.407.000:
: Non-member countries : 2.160.000 : 1.441.000 470.000 : %%0.000:
: of which Greece : 23%%.000 : 1.900 : :
1080
: : Imports Exports :
: : Total s K Eua : "Tonnes : M EUA
: Total ¢ 4.275.000 : 3.100.000 : 2.610.000 : 1.850.00 :
¢ Intra-Community exc.Greece: 2.400.000 : 1.750.000 : 2.000.000 : 1.400.000:
: Non-member countries : 1.875.600 : 1.350.000 : 612.000 : 450.000:
: of which Greece : 218.000 : 6.000 :

e i e L T T R S T T
. == = =2
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The available quantities of tomato concentrates and peeled tomatoes in
the Community of Ten remained much the same in 1980 as in 1979. The
drop in production in the Community of Nine was offset by sizeable stock

carryovers and the increase in production in Greece.

The quantity of tomato concentrates available for consumption was
450 000 t in 1979 and the same in 1980.

Imports from non-Community countries rose from 50 000 t in 1979 to
82 000 t in 1980. Ixports to non-Community countries rose too from
110 000 t in 1979 to 140 000 t (excluding Greece).

Intra-Community trade (excluding Greece) remained roughly the same at

around 100 0OCO t.

Imports of peeled tomatoes were fairly low in 1980 compared with 1979 at
around 40 000 t. Exports, on the other hand, fell from 115 000 t in
1979 to 75 000 t in 1980. The quantity available for consumption
remained the same at around 1 200 000 t. Intra-Community trade
increased slightly from 285 000 t in 1979 to 290 000 t in 1980

-

(excluding Greece).

In the case of tomato juice, imports dropped from 20 000 t in 1979 to
15 000 t in 1980 while exports - which are at a low level ~ declined
from 2 500 t in 1979 to 1 700 t in 1980.

Imports of preserved peaches went up slightly from 150 000 t in 1979 to
154 000 t in 198C. Exports remained very low at around 2 000 ¢

(excluding Greece).

The quantity of preserved mushrooms available for consumption stayed
comparatively constant, going up from 221 000 t in 1979 to 227 000 t in
1980, Imports rose from 31 000 t in 1979 to 35 000 t in 1980. Exports

remained the same at around 4 70C t.
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Prices
World prices for tomato-based products, in particular peeled tomatoes and
concentrate, remained fairly stable in absolute terms again this year,

which means - taking account of inflation - that prices fell in real terms.

For preserved mushrooms, the price situation on the world market which led
to the adoption of protective measures against imports in lMay 1978

continued in 1980.

Generally speaking, price levels for other products in the Community did

not give rise to any difficulties.

Outlook
Production of tomato-based products in 1681 should remain at the same level
as in 1980 in view of present policy in fixing aid for products in this

sector.

The new rules which came into effect on 1 July 1981 for preserved mushrooms

should solve the problems which this market has faced in recent years.

-

Budgetary expenaiture

EAGGF Guarantee Seciion expenditure on processed fruit and vegetables
amounted to 291.2 million ECU in 1979, is provisionally put at 492.2
million ECU for 1980 and estimated at 491 million ECU for 1981, or 2.8%,
4.4% and 4.2% respectively of tcotal expenditure by the Guarantee Section.

It should be noted that forecast expenditure under the 1981 Budget takes

account of the accession of Greece.
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C. lLive plants and floricultural products

One of the features of the ornamental horticulture sector is the great
variety of products: cut flowers and greenery, pot plants, bulbs and
nursery products. Each of these branches has its own characteristics with

regard both to production and marketing.

Furthermore, the arrival on Community markets of flowers and plants from
non-member countries has further enlarged the range of products offered to

the consumer.

In view of this diversity, national statistics are often unsystematic and
incomplete. An idea of the statistical difficulties can be gained by
considering for example that one hectere used to grow flowers and plants
may produce just one or several crops during a year and that the production
system (under cover or field scale) has a decisive influence on production

itself.

In view of the impossibility of assessing production quantitatively, area
is a good indicator of its exent and shows that since 1973 there has been a
considerable drop in the total area used in the production of flowers and
ornamental plants (excluding nursery producfs) from about 56 000 ha (1973)
to 50 800 ha and, for the Ten; to 51 900 ha for 1980.

This is due to the increase in production costs and in pafticular to the
energy problems which continue to exert pressure on the sector. To deal
with the problems caused by the energy crisis Member States are taking an
increasing number of measures whose aim is not only energy saving but also

to seek new types of less expensive energy.
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The Commission does not yet have sufficiently detailed data to assess the
value of production for the past year, but the overall value of production
in this sector can be estimated at about 3% of the value of Community final

agricultural production.

Prices
It should be noted that the prices recorded on the main Community markets
show major fluctuations during the season and may also vary considerably

from one market to another at any given period.

Trade
Intra-Community trade for 1980 rose by 14.5%; imports from non-member
countries over the same period increased by 10.5% and exports to non-member

countries by G.4%.

Trade by value (EUR 9)

(1 COO LUA)
Intra-Community trade 1 148 705 (+ 14.5% compared to 1979)
Imports from non member countries 236 8%5 (+ 10.5% compared to 1979)
Exports to non menber countries 339 325 (+ 9.4% compared to 1979)

Consumption

The level of consumption varies considerably from one Member State to
another. It is impossible to quantify precisely the level of consumption
in the various liember States but according to some figures it seems that
the per capita consumption of live plants and floricultural products is
highest in the Netherlands and in the Federal Republic of Germany and

lowest in the United Kingdom.
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In 1980 the Community's € (€46 grovwers (compared to 7 020 in 1978 anc 10 500 in
197%) procuced %9 600 t ot hops, %4% of world production. ‘his coutrasts with
38% in the previous year and is to be explainec by lower than average yields

in 19€0 particularly in the Federal lepublic of Germany.

Therefore cespite the fact that the area uncer hops increased by almost 700 ha

2.7%) Community production was clighily less than in 1979.

Production of varieties rich in alpha acid and aromatic varieties was 485 and
°C% respectively (in 1¢71 these percentages were 29% and 70%): the remaining
2% is made up of experimental verieties und others waick corbine the

characteristics of the two types.

(n the international market the trend in the demand for hops has not changed
markedly over the last two years. Communiiy orewery production continues to
remair at more or less the same level although tlere has been an annuel worlc
increase of 2%, mainly due to the developing and state-trading countries.

As in previous wvears the internal (ommunity cemanc for hops is again slightly
down, hence the necessity and importance of promoting Community exports, which
during tie 1979/80 marketing vear rose to the record level of 14 200 t (net
exports) compared to 9 €0C t in 1978/79. A growing prorortion of these
exports ic made up of Lop products {powders and extracts) ard the United
States is the chief cestination. This is perticularly rerarkable in view of
the fact that in 19€0 the United States Larvest wvas the highest on record
(over 34 00C t). Fowever, the changes in exchange rates sunc the fact that,
together with Cgzechoslovakia, the Cormunity is the sole exporter of aromatic
hops have coniributed to make Community hops competitive anc the worlc market

stable.

Although the very high prices (three tvimes up on the previcus marketing year)
were recorded on the free market within the Community, the poor yields recuced
the quaniity available for free sales to less than 5 40C t (7 500 t in 1979
and 16 =50 t in 1¢77). %hus over GO% of Community production was sold under

multi-annual contracts.
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Tevertneless, since the Community markel in hops is a highly integrated part
of the international market, prices on the iree market were almost irmediately
reflected in all the main non-member procucer countries. The resuli was & 5%
increase in the world area under hops ccmparec to 167¢ anc the areas sown for
the 1981 harvest will almost certainly represent a 6% increase corrarec to
1980.

It was for this reason that the Commission siated ir its annual rerort to tre
Council oxn the 1980 ha.rvesi that an extremely prudent rolicy was lrenceforth
neeced with regard to sowings if the consequences of renewed s*ruciurel

imbalance on the market were to be aveided.

EALGGF exrenciture, in view of the present level of income in this sector, was

maintained at the mocest level of £.8& million ECU in 19€0 {5.¢ miliion in

1979; 10 million in 1978).
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13. MILK AND MILK PRODUCTS

1. Production and utilization of milk

a)

b)

c)

Dairy cow numbers fell substantially by 1.8% or 450 000 head in 1980.
However, as some build up in numbers has been apparent since 1976, this
reduction served to bring numbers down to the long-term trend of
approximately 25 million head. The number of farmers holding dairy cows
fell by 140 OO0 in the period between 1977 and 1979 so that there are
now 1.8 million dairy farmers in the Community, 25% less than in 1973.
The economic recession continues to have an important impact on dairy
farming, particularly in those Member States with high rates of
inflation. The operation of the non-marketing of milk and dairy herd
conversion schemes came to an end in the 1980/81 season, with a total of
1.5 million dairy cows withdrawn from production since the introduction
of the schemes in July 1977. Their impact on the surplus of dairy
production waé limited although they did improve the structure of dairy

farming.

In 1980, average annual yield per dairy cow increased to 4 100 kg or by
2.5% and thus, despite lower cow numbers, milk productién continued to
increase. A further slackening off in yield growth has taken place in
1981 so that while production increased by 2% in 1980, production in
1981 is likely to be only 1/2% higher. High interest rates are having
an effect in limiting new investment by dairy farmers and even feed
costs have been pushed up substantially by the effect of the high value

of the dollar on concentrate prices.

A higher proportion of milk production continues to be sold by farmers
to dairies for processing into milk and dairy products. 1980 was no
exception, so that deliveries of milk by farmers to dairies increased by
2.7%. However, as in 1979, the increase was not used for greater
production of the intervention products of butter and skimmed-milk
powder. The world market for dairy produce continued to expand in 1980
and, as a result, Community production of cheese, whole-milk powder,

casein and condensed milk increased substantially to fill this demand.
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Owing to the favourable market situation and lower production, the level
of skimmed-milk powder intervention stocks was held stable at 230 000 t
during 1980, while those of butter (including private aided stocks) were
lower by 133 000 t in comparison with their end 1979 level.

2. Production and consumption of milk products

a)

b)

Drinking milk

In 1980, sales of fresh milk and fresh milk products in the Community
increased by about 1.2%. However, the increase was not general and in
two of the Community's heaviest per capita consumers of these products,
the United Kingdom and the Netherlands, sales fell. Moreover, the major
impetus towards growth in this sector is coming from fresh milk products
(yogurt, cream, etc.) rather than from sales of plain milk. The U.H.T.
process continues to increase in popularity and has facilitated the
distribution of fresh milk and products in supermarkets. Only where the
doorstep distribution remains in operation, mainly in the United Kingdom
and Ireland, has pasteurized milk retained its market share.

During the 1970's, low fat milk and, in particular, semi-skimmed milk
increased in popularity. However, over the last two years, there has
been some signs that this development is slowing, perhaps, as a result

of a change in consumer's views on the consumption of milk fats.

Cream consumption in 1980 expanded rapidly and sales of yogurt continued
to improve significantly. Flavoured milks, chocolate milk and fresh
milk products, generally, all continued to increase significantly,

partly owing to the EEC School Milk Programme.

Butter

Butter production stabilized in 1980 at the 2 million tons level because
increases in milk production tended to be used for other dairy products
(cheese and whole-milk powder). In spite of this encouraging
development, the imbalance on the market grew owing to lower
consumption. Total consumption fell by 30 000 t to 1.64 million t in
1980, although part of this fall can be explained by the fact that the
"Christmas" butter sale was not repeated in the winter of 1980/81.

Sales to bakers and ice cream manufacturers at reduced prices rose by
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almost a third to 152 000 t in 1980. General consumer subsidies
continued to be applied in the United Kingdom, Demnmark, Ireland and
Luxembourg and butter sold at reduced prices to non-profit making
institutions, the armed forces and people on social security. The world
market for butter and butteroil was buoyant in 1980, so much so that
even at increased price levels, record export levels of just under

600 000 t were achieved, including food aid. As a result public
intervention stocks were only 128 000 t at the end of 1980.

In 1981 exports of butter and butteroil have continued at high levels
and butter production is expected to fall for the first time by about
24. Intervention stocks have fallen to negligeable quantities. The
major part of Community stocks now rest in the hands of the dairy trade
and receive a Community subsidy for storage until release during the low
production months during the winter. Imports from New Zealand amounted
to 95 000 t in 1980 and in 1981, 1 000 t less will be imported (i.e.

94 000 t).

Skimmed-milk powder

The amount of skimmed-milk powder produced is dependent in part on the
use of milk for other milk products and in particular on the quantities
of skimmed milk used in liquid form for animal feed or processed into

cheese and casein.

In 1981 production was 2.05 million t (2.12 million t in 1979). 1In 1981
production is expected to be at the same level as that of 1980 owing to

lower skimmed milk availabilities caused by lower butter production.

The manufacture of skimmed-milk powder far exceeds demand at market
prices. Only about 15% of the powder manufactured could be sold in the
Community at the fixed price. 60% was sold as feed with a 45% price
reduction for calf milk replacers and the rest was exported. Special
sales of powder for animal feeding at very low prices competitive with

soya were not required in 1980 or in 198l1. During 1981 measures have

" continued though at reduced levels of aid, with the result that there

will be approximately 280 000 t in public stocks at the end of the year.
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Cheese

Community cheese production and consumption increased in 1980 by 3.6%
and 2% respectively. The trend to higher consumption, which has been
apparent now for several years, seems to have persisted in 1981. The
cause of this is a steadily improving supply situation with regard to
quality, range and presentation, as well as the active marketing policy

of cheese manufacturers throughout the Community.

Production over the last two years has increased particularly rapidly

owing to much increased exports.

Whole-milk powder

Production of whole-milk powder has risen in recent years mainly on
account of increased exports. In 1980, the production was over 25%
higher than in 1979. Consumption within the Community however, has
remained unchanged. Fluctuation in this sector will continue to be
determined mainly by demand on the world market. This trend has
continued in 1981 as a result of a significant expansion in export

-

outlets.

Condensed milk

Despite the reduction in demand within the Community, production
increased in 1980 by 6% following improved levels of export. Community
consumption has not increased for several years. Thus it seems that
this market, though having achieved its limit within the Community,

still has the possibilities for growth in export markets.

Casein

In the Community the manufacture of casein and caseinates is based on
heavy expenditure of public funds. Import duties for the main tariff
headings are bound under GATT at a very low level. However, in 1980
Community manufacturers have succeeded in increasing their production
and their share of the world market. This evolution has not continued
into 1981 partly because the level of aid paid for skim milk
manufactured into casein and caseinates has been reduced significantly.
Therefore, some increase in aid was made at the start of the 1981/82

milk year, and another increase was made in October 1981.
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3. World market situation

International developments in production and trade -

a) Milk production and Policies

In the course of 1979 the trend in dairy cow numbers shifted in opposite
directions in the USA and EEC. Changing from the previous down trend,
U.S. cow numbers in 1980 increased by almost 14. The increase continued
in 1981 due to reduced culling rate and a large number of replacement
heifers. In the EEC, dairy cow numbers decreased by 1.8¢ through 1980
and will further decrease by about 1% in.1981. In Canada the previous
downward trend has also changed, and dairy cow numbers in 1980 were up
by 3.4%. Cow numbers were also up in Japan by 1.4%, in Spain by 3.9%
and in the USSR by 0.5%. Decreases were registered in Australia
(-2.7%), Austria (-2%), Finland (-2%) and Poland (-3%). In other
European milk-producing countries and in New Zealand dairy cow numbers
remained relatively stable. Thus for the total of North America,
Oceania, Japan, Western and Eastern Europe including the USSR (29
countries) dairy cow numbers in 1980 fell by only 181 000 head or 0.2%
compared with 1979. This shows that increases in non-EEC countries have
largely outweighed the decrease of 456 000 dairy cows in the EEC (9) in
1980.

As in the previous year, world milk production in 1989 increased by
slightly less than 1% compared with the year before. Again, this low
rate of increase was due to lower production levels in the USSR and
other East Block countries, in total, their production fell by 1.8% and
in the USSR specifically it fell by 3%. Other non-East Block countries
increased milk production in 1980 by 2.7%. This is in comparisin with a
2% increase in the EEC, a 4% increase in the USA, a 5% increase in

Canada and a 6% increase in both New Zealand and Spain.

1981 world milk production seems set for a somewhat slower development
than in 1980 partly because of even lower production levels in the East
Block countries and also because of a slower rate of increase in other

countries, notably the EEC and New Zealand.
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Hence the global world picture shows that reductions in production in the
East Block are just about being offset by increases in the Western world. 1In
those latter countries policy measures to reduce production levels have in
general not been very successful, even if the rates of increase have weakened

in some countries, notably in the EEC.

Below some further information is given on particular developments in certain

countries.

Owing to high milk production lévels and rising stock levels, the United
States support price level for milk (12.80 US$ per 100 1bs. milk with 3.5%
fat) was kept unchanged from that of October 1980 in the first half of
1981/82 season, as the normal price revision due on April 1981 was

suspended. Even so, throughout the first half of 1981, producer prices
remained 7-9% above the level of last year. The support level for 1981/82
has further been increased by 3% as from October 198l1. As a result of
increasing cow numbers and dairy heifer replacements, milk production in 1981
could further increase by 4%, before the eventual impact of reduced rates of
price increase become reflected in production levels. Some significant sales
from CCC (intervention) stocks have taken place, e.g. 60 000 t of
skimmed-milk powder to Mexico sold in March 1981, and further agreement on

75 000 t for 1982. A government-to-government sale to Poland announced in
April 1981 included 30 000 t of butter and a like amount of skimmed-milk
powder. Finally, In August 1981 New Zealand agreed to buy 100 000 t of US
butter for sale on the world market. By 1 October 1981 when only parts of
these sales were executed, uncommitted CCC stocks stood at 234 000 t of
butter, 374 000 t of skimmed-milk powder and 252 000 t of cheese.‘

Canada: As from 1 Auéust 1981, the target return for industrial milk was
increased to $38.06 per 100 kg, an increase of 4% compared with Apri1-1981
and up 10% compared with August 1980. Hence, Canadian producer prices for
milk continue to be on the high side, a characteristic of ad justments since
1978/79. The quota/levy system is maintained but has had only limited impact
in terms of reducing milk production. In fact, milk production in 1980
increased by 5% and 2.4% over the first six months of 1981. These increases
are mainly reflected in higher production levels of cheese and evaporated
milk. Internal consumption of butter has remained stable, and both the

liquid milk markets and cheese consumption continued to increase. Increases
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in production of evaporated milk continue (1980: +20%), notably in response

to higher export levels.

New Zealand: Producer prices in New Zealand are increasingly rapidly
reflecting mainly higher returns from exports. Thus prices increased by 20%
in the dairy year 1979/80 on those of 1978/79. From 1979/80 to 1980/81 there
was a further increase of 25%. It has recently (mid 1981) been announced,
that the target price for 1981/82 will be set at a level 16.5% higher than in
1980/81. Nevertheless, a slight decrease in milk production could be
expected in 1981 because of climatic conditions and animal health
difficulties. However, cow numbers are again on the increase and a new
record production is likely in the 1982/83 milk year. From 1978 to 1980 New
Zealand exports rose as follows: for butter/butteroil: 22%, for cheese: 30%,
for skimmed-milk powder: 27% and for whole-milk powder: 274. For casein
exports in 1980 were unchanged compared with 1978. Thus New Zealand has been
actively engaged in the expansion of world trade and has in particular
enlarged her part of the non-EEC butter market. In 1980, 57% of all Hew
Zealand butter/butterfat exports went to non-EEC markets, against only 374 in
1978. Hence the diversification of New Zealand butterfat exports has

progressed strongly.

Australia: The orientation of the Australian dairy policy is to differentiate
individual product prices according to obtainable market prices. The
guaranteed (underwriting) values for the 1981/82 milk years were fixed as
follows, compared with the start of 1980/81:

Butter : A $/t 1.655 (up 25.4% since 1980/81)
Skimmed-milk powder : " 835 (up 18.4% " ")
Whole-milk powder : " 1.110 (down 12.7% " ")
Cheese : " 1.490 (up 55.0% " ")
Casein s " 2.085 (up 13.1% " ")

These prices are expected to increase the producers' returns from
manufactured products in 1981/82 by 15%, compared with 1980/81. Total
average producer prices, including the impact of liquid milk prices, are

expected to increase by 16% in 1981/82 in comparison with the previous year.
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The above "guaranteed" products are subject to a levy for the price
equalization pool of varying amounts ranging from A$675/t for casein and
A$300/t for butter/butteroil to A$175/t for skimmed-milk powder.

The downward development of Australian milk production, which has in fact
continued since 1970, is narrowing the gap between production and consumption
of butterfat for internal utilization. Because of increasing demand in the
liquid milk market, this leads, at least seasonally, to some shortfall in the
butterfat situation which are being regulated through lower butter exports

and some butter imports, in collaboration with New Zealand.

Japan: Milk production in Japan is still increasing too fast in comparison to
internal consumption of liquid milk. Hence much concern has been attached to
the possibility of using milk for heavily subsidized cheese production. This
development would be to the detriment of cheese imports. According to recent
Japanese forecasts, there are no immediate plans for dramatic increases in

natural cheese production, and imports are not expected to decrease.

b) International trade (1) -

1) World market offtake

In terms of exports, the world market continued to expand in 1980 for all
the major dairy products. Without taking account of food aid deliveries,
total world exports in butter and skimmed-milk powder increased by 18% and
5% respectively, compared with last year. Excluding the impact of USSR
butter imports, the non-Russian commercial butter exports in 1980
increased by 62 000 t or 11%. The most impressive rise in 1980 world
market trade took place for whole-milk powder, increasing by 43¢ or

240 000 t compared with 1979. Total trade in condensed milk increased by
18% and that of cheese by 124. Thus, from the low levels of 1975 the
world market expanded to new records in 1980, and increased in total over
this five-year period by more than 2 million t of dairy products. It is
important to note that this increase has been to the benefit of both EEC
and non-EEC countries. This development, which has been particularly

strong after 1978, is notably due to:

(1) See table M.13.11.
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a) Increased consumption in oil-producing countries and some shifts in the
pattern of products traded because of increased demand for raw

materials for the expanding recombining industry.

b) A similar development in certain individual developing countries and a
particularly strong increase in the demand from East Block countries,
notably the USSR.

In general the above development has been supported by the improved
international cooperation on price policies, notably in GATT, and by the
introduction of policy measures in several countries to slow down the

growth in surplus production.

EEC Exgorts

From 1979 to 1980 EEC international market shares increased only for
butter and cheese whereas it decreased for skimmed- and whole-milk powder
and was stable, once again, for condensed milk. Nevertheless, in all
cases, except for skimmed-milk powdér; the EEC exported bigger quantities
in 1980 than in 1979.

EEC Imgorts

The statistics show that the Community imported 103 000 t of butter in
1980. This quantity represents mainly the imports of New Zealand butter
into the United Kingdom in accordance with the special arrangement
following the Protocol 18 of the Treaty of Accession. Due to the
expansion of the global trade, this quantity now represents 11% of world
butter trade against 15% in 1979. Cheese imports, however, increased in
1980 to 96 000 t, representing 14% of total world cheese trade against 12%
in 1979.

Thus, the EEC is the world's second largest importer of butter next to the

USSR and the second largest importer of cheese next to the USA.
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4. Producer Milk Prices

a)

b)

The target price for milk was fixed for the 1980/81 milk year with effect.
from 6 April 1981 and 24.26 ECU/100 kg. This means that there was an
increase of 9% on the previous year. Intervention prices for butter,
skimmed-milk powder and certain Italian cheeses were fixed accordingly, in
order to follow the aims of the target price as defined in Article 3 of
Regulation No 804/68.

In 1981 actual milk producer prices again showed differences which are
attributable chiefly to the monetary measures and the connected fixing of
representative rates for the various national currencies in relation to the
ECU. Moreover, the dairies in the various regions of the Community differ in
their utilization of milk, their specific cost situation and their particular
market position. For 1981/82 the co-responsibility levy was increased from 2
to 2.5% of the target price for milk, while the previous criteria for reduced

levy and exemption from the levy were maintained.

Whole and consumer prices

The general economic climate and the competition on the milk market have made
it difficult for suppliers to pass on the higher prices to the consumers.

The market situation has in many cases prevented such price alterations from
being put into immediate effect, with the result that general profits from

milk have not risen as much as might have been expected.

As a result of economic and monetary differences between the Member States
and certain national measures concerning consumer prices, the trends in these
prices, expressed in national currency were again very varied in 1980 as
compared with 1979.

5. Market Prospects

Cow numbers should begin to stabilize in 1982 following falling numbers in 1980

and 1981. However, there is likely to be little incentive to expand so that

milk production will probably increase by less than the long term trend of a

1.5% increase p.a. Production will increase owing to the large potential for

higher milk yields per dairy cow, particularly in some regions of the

Community. Deliveries to dairies as a result will probably increase modestly by

between 1 and 1.5% in 1982.
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Domestic consumption of cheese has tended to increase at less than the long term
average of 3% p.a. over the last two years. This trend is likely to continue
partly because of the general economic situation but also because of lower
population growth. Fresh milk and fresh milk product sales in overall terms are
likely to be stable with higher consumﬁtion of cream and fresh products being
offset by lower sales of plain milk. Butter consumption is unlikely to continue
to slide down at the same pace in 1982 as it has done in 1980 and 1981. This is
because the effect of withdrawal of the Christmas butter scheme will have
disappeared from the data by next year and because price increases are likely to
be relatively modest. In milk equivalent terms for all dairy products,

consumption is likely to increase by about a half percent.

Increases in dairy production have been absorbed by a substantial expansion in
the world market for dairy produce over the last three years. Growth in
Community exports will probably not continue at the same rate in 1982 although
expansion of exports is still likely so that any increase in milk production
will tend to be absorbed by higher exports and a small rise in internal
consumption so that market balance will be maintained. 1In the longer term,
expansion of export demand is likely to cénfinue owing to high levels of
population growth in developing countries generally and, in particular, in the
key dairy product markets in oil-producing countries and developing countries on
the threshold of industrialization. However, uncertaintieé will still exist
over the import requirements of Eastern block countries and the Soviet Union as
well as the export intentions of newcomers to the world market (e.g. the United
States).

Fnd year intervention stocks of skimmed-milk powder are likely to be 50 000 t
higher at the end of 1981 than in 1980. However, a proportion of this increase
is probably accounted for by use of intervention to cover the higher costs of
storage at current interest rates from the peak production months in the summer

to winter.

Private stock holdings of powder have, therefore, been reduced. Domestic
consumption and exports estimated at over 2 million t in 1981, were more or less
adequate to cover 1981 production. Therefore, if production continues at

current levels in 1982, offtake (domestic consumption plus exports) should be
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adequate to maintain market balance, especially as aids for the use of liquid

skimmed milk in animal feeding and for casein manufacture were increased in the

autumn of 1981.

Economic effects of the measures taken

a) Imports

b)

c)

In principle the import levy as foreseen under Article 14 of Regulation (EEC)
No 804/68 represents the difference between the threshold price and the
lowest offering price free-at-frontier Community. When prices were fixed for
the 1981/82 marketing year the threshold prices were increased. As in
previous years, the fixing of the levies did not result in imports of milk

and milk products liable to disturb the Community market.

Under the existing trade agreements between the Community and various
non-member countries, the minimum prices for the tariff headings were adapted
to the new Community price level. The GATT arrangements for Cheddar cheese
under a minimum price/quota system to be imported from New Zealand, Australia

and Canada started on 1 January 1980.

Exgorts

Exports of most milk products increased further as a result of a higher
demand on the world market during 1980. The refunds which were granted to
make these exports possible were continuously reduced during the year notably
for skimmed-milk powder, butter, butteroil, whole-milk powder and condensed

milk. The favourable development both on prices and demand continued.

Aid for skimmed milk, skimmed-milk powder and casein

At the beginning of the 1981/82 milk year (1.5.81) aids for the use of skim

milk have been fixed as follows:

liquid skimmed milk for calf feeding: 5.70 ECU/100 kg;

liquid skimmed milk for feeding other young animals: 7.50 ECU/100 kg;

skimmed-milk powder for animal feeding: 56 ECU/100 kg;

liquid skimmed milk for the manufacture of casein: 5.2 ECU/100 kg.
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On 1 October 1981 aids have been slightly increased for casein production
(5.35 ECU/100 kg skimmed milk) and liquid skimmed milk fed to young animals
other than calves (7.80 ECU/100 kg).

Compared to 1979 the use of liquid skimmed milk in animal feed in 1980 showed
an increase of 3.4%; the use of powder fed by 2%, while the quantities of

skimmed milk transformed into casein rose sharply (+26%).

Storage

Butter

In 1980 147 000 t of butter was bought in by the intervention agencies. In
the same year 231 000 t of butter was sold within the Community in connection
with special measures while 58 000 t of butter from public storage was
exported, of which 37 000 t was allocated for food aid. At the end of 1980
public stocks of butter were 128 000 t.

During 1980 private storage aid was granfed for 212 000 t of butter. At the
end of 1980 112 Q00 t were still in storage.

Skimmed-milk powder

In 1980 107 000 t of skimmed-milk powder were bought in by the intervention
agencies while 104 000 t were removed from storage: 54 000 t in connection
with measures within the Community and 50 000 t for food aid. Transfers of
skimmed-milk powder to Italy (59 000 t) are not taken into account to avoid
double counting. Public stocks of skimmed-milk powder were 230 000 t at the
end of 1980.

Italian cheeses, long-keeping cheeses

Private storage aids for certain long-keeping cheeses have been applied

regularly since 1973. Aid was extended to Provolone from 31 July 1978.

Food aid

Since 1970 the Community has supplied a large proportion of its food aid in

the form of butterocil and skimmed-milk powder.
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The quantities supplied yearly are 45 000 t of butteroil and 150 000 t of

skimmed~milk powder.

7. Uniformity of prices

Monetary compensatory amounts

No changes have occurred in the calculation methods for M.C.A.'s during 1980.
However, on 6 April 1981, the starting of the 1981/82 milk campaign, the
calculation of the M.C.A.'s was adopted in order to take account of the new
intervention prices and costs. 1In essence, in all agricultural sectors the
monetary compensatory amounts are calculated for the basic agricultural product
except in the case of the dairy sector where the intervention products, butter

and skimmed-milk powder are used for reference.
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14. TEEF ALD VEAL

Introduction

Beef und veal production (acdult cattle and calves) eccounted for about 16%
of final agricultural production in 1980.

About 2.5 million iarms, or more than half the total in the Community,
raise cattle. Since 1973, however, the number of cattle farmers has
declined at an average annual rate oi 4.l1%. Land used for fodder
production accounts for about 60% of the Community's UAA, and since cattle
rearing is essentially dependent upon land, it is not surprising that most
beef and veal is produced ih the countries with large areas of pasture.

The Community, accounting for about 15% of world production, is an equal
second among world producers with the USSR, but lags well behind the United
States.

Production

a) Cattle numbers

Eecause of the very high rate of slaughterings, especially of adult
cattle, the cattle stock contracted slightly in 1980.

The survey of cattle numbers carried out in December 1980 gave a result
of 76.4 million head, including 31.1 million cows, down 0.7% and 1.39%
respectively on 1979, which suggested that Community cattle stocks were
beginning to decline.

In December 1980, the nurber of calves (cattle less than one year old)

still increased, however, by about 1% over the December 1975 figure and
the nurber of beef cows increased by about 0.7%, so that suckler herds

were built up a little once again.

The average rate of increase in cattle - about 1% per year - has been
declining.


User
Rectangle


- 142 -

b) Production of beef and veal

As in 1979, a large number of animals - both cows and heifers snd adult
males - went for slaughter; however, during 1980, more calves were
retained.

Slaughterings

In 1980, about 22.3 million head of adult catile were slaughtered, an
increase of more than 3% over 1679; in the first half of 1681, the
nurber of slaughterings of adult cattle declined by about 2%,
slaughterings of cows have shown little change on the previous year

(0.5%).

Given the trend in numbers of Community cattle stock and the large
number of slaughterings of cows under the milk market reorganization
scheme, the number of adult cattle marketed in 1981 will probably show a
reduction of from 2 to 3%.

The number of females (cows and neifers; slaughtered during 1981 should
be down, especially in the second half of the year.

Trends in slaughterings of adult cattle and of calves have differed from
those in previous years: they have increased for adult cattle, but
declined for calves.

In 1680, slaughterings of calves, at 7.2 million head, were 3.2% down on
the figure for 1979; during the first half of 1981, the number of
slaughterings of calves continued to fall by from 7 to 8% under the
figure recorded in the first half of 1980.

Slaughtering coefficient (i.e. the ratio of slaughterings to cattle
numbers )

The slaughtering coefficients, already very high in 1979, broke new
records in 1980, particularly in respect of adult cattle.

Average slaughter weight

In 1980, the average slaughter weights - 285.6 kg for adult cattle and
113.8 kg for calves - were again higher this time by more than 2 kg,
over the figures for 1979, i.e. increases of 0.8% and 1.7% respectively.
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Since feed prices remained relatively low, the average slaughter weight
of adult cattle, and even more of calves, continued to increase until
the autumn of 19€0.

The cycle in the production of beef and veal "bottomed out" in 1976 and
1977, and the recovery which got under way in 1978 and 1979 gathered
further momentum in 1960: the net production of beef and veal of

7.16 million t in 1980 showed a further increase of 3.4% over the 1979
figures.

In 1980, beef production increased by 4.1% in the'Community; however,
it declined by about 1% in the first half of 19&8l.

The production of veal was down by 1.5% in 1¢80 although the average
slaughter weight increased sharply. 1In the first half of 19&1,
procuction of veal declined by about & to 9% telow the figure for the
first half of 1980.

The production of beef and veal had been increasing ir past years at an
average rate exceeding 2% per year.

In recent years, the structure of cattle-raising has undergone far

reaching change:

- decline in the number of cattle farmers at the rate of 4.1% per year,
mainly through the elimination of small farms,

- an increase in the number of animels held per farm.

Thus in December 1979 the average size oif cattle herd per farm was over
%0 head for the Community, ranging from sbout 1% in Itialy to 75 in the
United Kingdom.

Beef and veal producers fall intc three rmain categories, corresponcing

to the three categories of animals rearec, namely: ’

- culled cows and young calves (milk production),

- grass-reared adult cattle (beef animals),

- voung male cattle fattened on cereal-based feedingstuffs (raize
silage) in special production units.

As a result of the sharp expansion in the organized production oIl young
bulls, young male animals now account for about one third of all adult
cattle slaughterec.
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3. Consumption

&) Consumption of beef and veal

Because the economic situation, and with it employment, deteriorated in
the Community, with a decline in the rate of growth following the energy
crisis and a sharp increase in the number of job seekers, consumption of
beef and veal was a little lower in 1980.

Despite supplies that were still plentiful, the consumption of beef and
veal, at about 7.0 million t, was 0.8% down on the 1680 figure.

Consumption of this product is a function of the following factors:

- population growth, which in recent years has slovwed down considerably;

- expansion of the economy, and the pattern of private expenditure in
particular;

- the availability of meat on the market and the short-term fluctuations
in its price;

- lastly, the size of the trading margin between producer and consumer
prices.

a.) Annual per capita consumption of beef and veal rose from about 25 kg in
the early seventies to about 26 kg towards the end of the seventies. 1In
1980, per capita consumption was about 25.7 kg, compared with 26.0 kg in

1979, of which 22.7 kg for beef and 3.0 kg for veal.

Per capita consumption had increased until 1973 at an average rate of

more than 1% per year. Eecause of the economic difficulties connected

with the energy crisis, the rate of increase is now well below 14.

It has also been noted that in the medium to long term the per carita
consumption of beef has been increasing while that of veal has tended

mark time.

to
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b.) Because population growth slowed down, the overall consumption of
beef and veal expanded more slowly during the seventies than
beforehand, by about 1.3% per year.

It is likely that the consumption of beef and veal will grow at a
slower annual rate in coming years than in the last ten years not
only because of slower population growth but also because of the

economic situation.

b) Rate of self-sufficiency

In past years, the Community had had abundant supplies of beef and veal
as a result of fairly steady production, import commitments entered into
and intervention stocks.

Fxceeding 100% in 1974 and 1975, the self-sufficiency rate fell short of
100% in the following three years. From 1979 onwards, it was again

100%. Counting public stocks of intervention meat, the Community has in
fact consumed less beef and veal than has been available in recent years.

If public stocks have not yet been run down, this is largely because
sizeable imports and intervention buying-in have continued. The
quantities of intervention meat still in storage in autumn 1981 amounted
to some 0.2 million t expressed in terms of unboned meat. It is
theretore likely that there will still bte a considerable quantity in
storage at the end of 198l.

4. Trade

Intra~-Community trade in beef and veal, after expanding raridly during the
first few years following the accession of the United Kingdom, Ireland and
Denmark, has been marking time in the last three years at about

l.4 million t.
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Since 1974, imports of beef and veal {rom non-member countries have
averaged about 0.4 million t:

289 million tonnes in 1975;

415 " " 1976;
579 " "t 91T
415 L " " 1978 ;
412 " ©" 1979
356 " " " 1980.

Many of these imports enter the Community on special terms.

The Community's external trade

'000 t
: Period 1975 1676 1977 1e78 : 1979 3 1980 :
Trade : : : : : : :
¢ Imports : : : : ‘ : : :
: from : : : : : :
¢ non-member countries : : : : : :
¢ beef and veal : 289 415 %79 £15 412 356
: of which: live animals: 35 54 T 46 67 7% s 59
: ('000 head) : (183) ¢ (265) :+ (257) : (385) : (451) : (%61) :
s fresh or chilled meat : 29y 47 48 €2 63 61 :
¢ frozen meat : i A 154 141 122 141 114
: preserves : 148 160 144 : 164 : 135 122
: Exports : 237 ¢ 209 152 168 : 538 @ 642 @
s of which: : : : : : : :
: preserves : 20 38 41 =8 70 50
et trade balance 52 ¢ 206 227 247 T4 : - 286

(1) EUE 6 only.
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Fxports of beef and veal to non-member countries, running at about
200 00C t in 1974 to 1978, increased very sharply in the two subsequent
years to reach a tonnage of 642_000 t (carcase weight) in 1980.

The Community's deficit on trade in beef and veal, which was about
200 000 t roughly in the middle of the seventies, had become a surplus of
nearly %00 000 t by 1980.

The main suppliers of beef and veal to the Community in 1980 were:

- Latin American countries, especially Argentina and Uruguay, supplying
around 42% of total imports, and more than 60% of imports of frozen meat;

- East European countries, supplying more than one fifth of total imports
and nearly half the imports of live animals, mainly coming from Hungary
and Poland;

- hustralia and New Zealand, supplying about 7% of total imports;

- Yugoslavia, supplying about 15% of imports of live animals and fresh and
chilled meat; ‘

- Austria, supplying about ZC% of live animals and fresh meat;

- lastly, ACP countries (Eotswana, Swaziland, Kenya, kadagascar), supplying
about 4% of total imports.

The Community's main customers in 1980 were:

- liediterranean European countries (Spain, Portugal, Yugoslavia), taking
more than one fifth of the total exports;

- East European countries, taking more than 3%6% of total Community exports,
the USSR taking more than 15%; .

- African countries, particularly Libya and the Maghreb countries, taking
about 10% of total exports, especially of live animals;

- Liadle East countries, taking about 17% of total exports, with Egypt
accounting for nearly 10%.

Prices

a) Common prices

For the 19681/82 marketing year, the guide price for adult cattle was fixed
for the whole Community,

from 6 April 1981 onwards, at 172.82 ECU/100 kg live weight, and

from 7 December 1981 onwards, at 176.64 ECU/100 kg live weight.

The guide price is the price, valid for all categories of adult cattle
marketed on Community representative markets, which it is sought to achieve
in a normal marketing year by means of Community regulations.
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The Council has also fixed the intervention price at 155.54 ECU and
159.16 ECU/100 kg live weight, or 90% of the guide price, thereby
derogating from Regulation (EEC) Ko 805/68 for this marketing year.

b) kKarket prices

For the past three years market prices for acult cattle, expressed in
ECU, have remained relatively stable, at about 130-131 ECU/100 kg live
weight. '

In 1980, the average Community market price for adult cattle rose by
only 0.1%, a rate well short of inflation (1). The average prices for
adult cattle were running at about 82.7% of the guide price, i.e. at a
level a good deal below the Community intervention price.

In September 1981, Community market prices for &ll qualities of adult
cattle were running at about 147.5 ECU/100 kg by weight, i.e. 85.3% of
the guide price.

The Community market price for calves fell for the second year in

succession in 1980, by 4.5%.

Prices for adult cettle

ECU/100 kg live weight

: Period : 1978/79 : 1979/80 : 1980/81 : 1981/82 : & change :
: Price : : : : : :
: Guide price ¢ 152.29 : 154.5%8 : 160.76 : 172.82 : + T7.5%
: Intervention price : 137.06 1 13G9.12 @ 144.68 : 155.54 : + 7.5% :
¢ Market price : : : : : :
: - in money terms : 130.55 : 1%0.65 : 132.58 : 146.58* : +11.2%9 :
: - as % of guide price : 86.1 1 E4.8 : 83.0 : 84.8 : :
: Import price : T6.47 : B2.55 : 84.75 : GO,~*¥ : + 6.5%
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*From April to September 1981.

(1) In national currencies, however, the increase averaged about 6.
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¢) Import prices

From 1975 to 1978, the free-at-frontier offer price, though about 20%
below the 197% price, changed relatively little.

However, in the next two years (1979 and 1980), the offer price for live
animals and fresh or chilled meat increased by abeut 10% and the offer

price for frozen meat increased even more (by about 40%).

These offer prices, particularly the price for frozen meat, expressed in
ECU, have remasined relatively stable for about a year.

d) Consumer prices

Consumer prices for beef and veal expressed in national currencies have
shown an average annual increase of more than 10% over recent years; in
1980, the rate of increase was still on average about 9%.

This rate of increase is still, however, below the rate of inflation in
most of the Hember States.

e) Cost of animal feed

The recovery in 1979 and 1980 of feed grain prices on the world market
from the - relatively low - 1978 figure, and especially the increase in
the autumn of 1980 in the prices of protein-rich products used in animal
feed, entailed an appreciable increase in the prices of commercial
cattle feed at the end of 198&0.

6. Cutlook

a) Community cattle numbers remained fairly stable in 1978 and 1979, but by
December 1980, total cattle numbers for the Community were down on the
1979 figures. "he sharp contractio in the breeding herd suggests that
in coming months the capital value of the overall Community stock may
decline at little.

It is estimated that in 1981, domestic production of beef and veal will
be about 2 to %% below that for 1980, i.e. about 7.0 million t.

It mey be expected that in 1982 production of beef and veal will again
contract, by about 1 to 2%.

The consumption of teef and veal declined slightly in 1980 in comparison
with 1979.

As the consumption of this kind of meat depends mainly on the economic
situation and employuent and on the rate of population increase, a
moderete growth in consumption of beef and veal in coming years may be
expected mainly because of an income/demand elasticity rstio which is at
present relatively low ir the Community.
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Given the outlook for production and consumption and the present stock
of intervention meat to be disposed of in coming months, the Community
market will again be adequately supplied ir this product next year.

Although the degree of self-sufficiency is declining, it will still be
near 1004 in coming years.

The economic difficulties affecting demand for meat will probably curb
the upward movement in the market prices of adult cattle in coming

months.

b) Production will go on ceclining in the principal non-member countries
farming intensively (mainly the USA) and in extensive farming countries
which are net exporters, but at the same time the production potential

of these countries will be built up again.

As the import needs of traditional importing non-member countries like
the United States will probably exceed available supply and because new
markets are emerging (Niddle Fast), it may be expected that the prices
of beef and veal on the world market will remain firm in 1982.

T. Economic aspects of the measures taken under the market in beef and veal

a) Farket support measures

In order to suprort the beef and veal market, the Community has
continued to apply a number of measures:

- market clearance measures:

. granting of export refunds with the possibility of advance fixing of

these amounts;

. direct buying in by public intervention agencies:
in 1973 (from July 1¢73 onwards)

2%
465
414
362
260
227
330
410

000 tonnes

000
000
000
000
000
000
000

"

production.

1974
1975
1976
1977
1978
1979

1680, representing 6.5% of Community beef

Up to 1 September 1961, 148 000 t had been bought in, about a third
less than in the correspornding period of 1980;

- granting of private storage aid, covering an overall quantity of
about 40 00C t, in October 1980, of hindquarters (with provision for
boning and/or export after a minimum period of storage) and, in
November 1980, of veal carcases and half-carcases, following special
difficulties on this market.
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- measures to stimulate consumption (sale of intervention meat by
intervention agencies for direct consumption, allocation of a certain
amount of frozen meat from intervention stocks to industry for
processing in the Community, sales of intervention meat at special
prices to velfare organizations.

- aid measures:

. possibility of granting variable premiums for the slaughter of
certain beef cattle (clean cattle); only the United Kingdom has
availed itself of this facility;

. the continued grant of a calving premium in Jtaly;

. lastly, the grant of a premium ior keeping suckler herds, with
effect from the 1980/81 marketing year. '

- adjustments to the intervention system

When the prices were fixed for the 1661/82 marketing year, the Council
fixed the Community scale for the classification of adult carcases.

It also agreed to fix, on the basis of a report from the Commission,
the date of aprlication of this classification to adult cattle
slaughtered in the Community for the purpose of recording prices and
implementing intervention measures.

b) International agreements

In addition to the normal arrangements for importing beef and veal, the
Community has entered into undertakings to import large gquantities
annually on the basis of bilateral and multilateral agreements.

Under the GAT™, the Community opens annual tariff quotas for the import
of:

- %8 000 head (18 000 on an autonomous basis) of heifers and cows of
certain mountain breeds at the rate of 6%, and 5 000 head of certain
alpine breeds, other than animals intended for slaughter, at the rate
of 4%;

- 50 CCO t (in terms of boned meat) of frozen beef ard veal, at the rate
of 2C5.
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Under the arrangement for "high-quality" cuts, the Community opens an
annual tariff quota for imports of 21 000 (in terms of boned meat) of
fresh, chilled and frozen beef and veal, at the rate of 20%, as follows:

10 000 t from the United States of America and Canada,
5 000 t from Australia,

5 000 t from Argentina,

1 ¢CO t from Uruguay,

and a tariff quota for imports of 2 250 t (in terms of boned meat) of
frozen buffalo meat from Australia, alsc at 20%.

Under the ACP/EEC Lomé Convention, special arrangements were introduced
for the import of 30 000 t (in terms of boned meat) of beef and veal
from Botswana, Swaziland, Kenya and Madagascar. The agreement provides
for exemption from customs duties and the reduction of other import
charges.

Under the forward estimates for 1980, the Community provided for the
possibility of importing:

60 000 t (in terms of unboned meat) of frozen beef and veal for
processing;

235 000 head of young male cattle for fattening.

Under a new trade agreement with Yugoslavia, 34 800 t of iresh or
chilled baby beef may be imported annually from that country with a
reduced levy.

Under an agreement reached with Austrfa, Sweden and Switzerland, special
levies may be fixed on imports of live cattle and iresh and chilled beef
ana veal from those countries.

Given the distance by sea, the Community has agreed to the advance
fixing of the levy for fresh and chilled meat imported from Argentina
and Uruguay.

The levies on frozen meat imported from Romania, Argentina, Uruguay,
Australia and New Zealand may also be fixed in advance.

Lastly, there is provision for imports with customs duties bound under
GAT?, i.e. with no levy or quantitative limit; this aprlies to
pure-bred breeding animals (duty free) and to beef preserves (at the
rate of 26%).
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8. Budgetary expendifure

EAGGF Guarantee expenditure on beef and veal was 1 363.3 million ECU in
1980; it is provisionally put at 1 497.0 million ECU for 1981 and
estimated at 1 415.0 million ECU tor 1982, i.e. 12.0%, 12.9% and %
respectively of total EAGGF Guarantee Section expenditure. The figure of

1 497.0 million ECU breaks down into 800 million ECU in refunds and

449 million ECU in intervention expenditure for public and private storage,
and 248 million ECU in premiums, mainly the calving premium and the suckler

herd premium.
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15. PIGMEAT

1. Introduction

In December 1979 there were in the Community of Hine altogether 75.0

million pigs on atout 2.1 million farms.

Farms with more than z00 pigs numberec about 87 000, or abtout 4% of the
total (3% in 1975).

There are still considerable structural aifferences in pig production as
betweeﬁ countries: 225 pigs per farm in the United Kingdom, 9 in Italy, and
a Community average of %6. The average size of farms continues to increase
in the Fember States but the range between the extremes is steadily
widening (in 1977, 196 pigs per farm in the United Kingdom and & in Italy,

the Community average being Z2€).

Specialization in pig farming is still progressing: from 1977 to 1979 the
number of farms with over 200 pigs increased by about 11% while farms with
less than 50 pigs are becoming fewer in all Cohmunity countries (1.§
million in 1979, compared with 2.2 million in 1977), although they still

represent over &7% of all pig farms.

The smallest farms (1-2 pigs) are ceclining in numbers more slowly than the
other small holdings (3-50 pigs), especially in France and Italy. Given
the uncertain economic situation in recent years, many families still
fatten a pig to make sure of an appreciable and cheap supply of meat for

their own use.

The size of farms with 10 sows and over is still increasing. The number of
farms with over © sows decreased by %.0% between 1977 and 1979 but the

number of sows kept in this category increased.

The number of small farms (1-9 sows) decreased by 20.0% between 1977 and
1979 and the number of sows kept on them also dropped by 20.0% over the

same period.

In terms of geographical distritution, pig production is still concentrated
in the areas bordering the North Sea and the Fnglish Channel and in

lorthern Italy.
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In 1980, pigmeat accounted for close to 12% by value of gross final
agricultural production and about 40% of the total tonnage of meat produced

in the Comnunity.

The Community is still the second largest pigmeat producer in the world,

after China.

Production
Or 1 December 1980, there were in the Community of Ten as a whole 76.9

million pigs, inclucing some 8.8 million sows.

Compared with December 1979, the total number of pigs had risen by 0.9%,
and the number of sows by 0.0%. 7The results of the surveys of pig numbers
at 1 August 1981 showed that potential supplies had ceased to rise;
compared with August 198C, the total number of pigs was 1.5% smaller and

that of sows 4.6% down.

The surveys continue to show a widening difference in potential between
countries. In 1980, the Community of Ten procduced 10.1 million t of
pigmeat, 2.1% more than in 1979. "he increase in production continued in
1981: pigmeat produced by slaughterhouses in the Cormunity was about 1.1%
up on 1980. The increase in production will be 2.4% in the first six

months of the year and 0.4% in the second half.

Although the increase in total pig numbers, ané in the number of breeding
sows in particular, lost a little momentum, gross home production increased
at the same rate as the previous year. This was due mainly to a further
increase in the productivity of breeding herds, thanks to improved feeding
techniques and the use of stock of better genetic quality. In some
countries, improved organization and technical knowledge have also

contributed to raise productivity.

Consumption

In 1980, pigmeat consumtpion increased in the Community of Ten as a whole
by some 7% compared with 1979 (9.04 million t in 197¢% and 1C.C5 million t

in 1980). Per capita consumption increased from 36.5 to 37.2 kg.
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: : Internal consumption : kg/head : Self-sufficiency :
: : ('000 tonnes) : : :
s EUR 9 : : : :
: BLEU : 413 : 40 .4 : 163.2

: Denmark : 290 : 56,2 : 22842 3
: Germany : 586 : 58,2 : 87.6 8
: France : 098 : 39. : 83.3 :
: Creece : 156 : 16.4 : 92.9 H
: Ireland : 114 : 255 : 120.2

: Italy : 1 %89 : 22.8 : T0.8 :
: Netherlands : 561 : “9.6 : 240.8 H
:+ United Kingdom : 1 465 : 26.7 : 64.6 3

Pigmeat consumption continued to increase in all member countries. Germany,
with a per capita consumption of more than 58 kg, remains by far the
largest consumer (domestic consumption in Germeny accounts for 35.5% of the

Community total).

In 1980 the balance between gross home production and consumption

corresponded to a degree of self-sufficiency of 100.5%.

Denmark still has the highest degree of self-sufficiency in the Community:
328.2% (compared with 268.2% in 1979). The figure has risen slightly in
Eelgium, France, the United Kingdom and the Hetherlands; there is & slight

fall in Italy and in Ireland.

4. Trade
The export-import balance in the varicus Member States is as follows: (all

intra-Community and extra-Community trade):
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: : : : Percentage change 1980/1979 :
t : Net imports : Net exports feoeermcccmmmcmmmmm—em———e - :
: : (t) : (t) : Ket imports : Net exports :
: BLEU : : 261 000 : - 3.6 :
: Denmark : : 667 500 : : + 5.0 :
: Germany : 322 200 : : + 9.0 : H
: France : %45 800 : : +16.% : :
: Greece : 12 000 : : -45.5 : :
: Ireland : : 27 600 : -42.9 :
: Italy : 400 200 : : +23.1 : H
: Hetherlands : : 798 100 : : + 5.2 :
: United Kingdom: 672 200 : : -10.0 : :

The positive trend in intra-Community trade, which has steadily increased
over the years, shows that the integration of the Community pigmeat market
is continuing satisfactorily.

In 1680, the quantity of pigmeat products traded between the member
countries amounted to 2.24 million t, an increase of 4.0% over 1979 (2.16
million t). Between 1978 and 1¢79, intra-Community trade had increased by

10.1%.

In trade with non-member countries in 1980, imports were 240 100 t and

exports 251 100 t.

The Community's trade balance with non-member countries shows a surplus
with net exports of 11 000 t, rerlacing the deficit which had been tending
to contract for several years, and more rapidly since 1S76. The

Community's imports in 1980 were 6.9% up on 1979, while exports increased
P

by Z.3%%.

Incomplete returns for 1981 show an increase in exports and a decrease in

imports as against 1980, and the surplus can be expected to increase.
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The breakdown bty type of product imported or exported in 1980 is given in

the following tables:

Imports from non- Exports to non-

menber countiries member countries
- live pigs 8.7% 0.1%
- fresh and salted meat 36.5% 35 .4%
- lard 20.4% 6.1%
- offal 26.1% Te4%
- prepared and preserved meat 8.3% 51.3%

This breakdown shows that fresh meat accounts for a larger percentage of
the total than in previous yeers. It is probable that this is a short-term
development, cue to the market situation, which has required a more active
export refund policy. The Community is still, however, a net exporter of

products rrocessed from pigmeat.

With slight variations, imports break down in much the same way as the
rrevious year.

In 1980, the Community's external trade was with its traditional trading
partners.

As in the past, certain East Buropean counfries (the Cerman Democratic
Republic, Hungary, Pcland and Komania) were the main supplier of live pigs

and fresh meat.

The other main supplier countries were:
United States of America (mainly offal)
China (boned meat)
Sweden (mainly cuts and offal)
Canada (cuts, offal and back fat)
The EEC continued to export to, inter alia:
United States (preserves)
Japan (cuts and perserves)
certain non-member countries in Furore, in particular Sweden (cuts and
offal).

Prices
a) Common prices
-basic price

Fanagement of the Community pigmeat market depends on the basic price,

which is fixed annually for the period 1 November to 31 October and
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applies to Class II carcases on the Community scale.

The basic price represents an equilibrium at which pigmeat production
can develop and provide a fair return to producers while the balance

between supply and demand is maintained.

Intervention provided for in the Community rules can be activated when

prices on the representative markets fall below 103% of the basic price.

The level of the basic price for the period 1 November 1980 to 31
October 1981 was 1%8.721 EUC/100 kg.

Given the trend in production costs as a whole and the economic
situation, the new basic price applicable from 1 liovember 1981 to 31

Octobter 1982 was fixed at 17€.180 ECU/100 kg of pig carcases (+11.0%).

Sluice~gate prices

The sluice-gate prices, which are fixed every quarter, are considered to
be normal wofld market offer prices at the Community frontier, at which
products from non-membter countries may enter, complying with the prices
aimed at by Community market regulations. These prices may vary with
the price of feed grain on the world market. In 1980/81 the sluice-gate
pyices were considerably higher than during the preceding period

(+19.5%).

Narket prices

Prices for pig carcases on the representative markets showed little
change compared with 1979, with the result that intervention measures
(private storage aid) had to be reintroduced from 5 May until

21 June 198C. Prices having again fallen in July it became necessary to

reintroduce private storage aid from 1 August until 3 October 1980.
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In October 1980, the seasonal pick-up in demand led to an increase in carcase prices which
was mainteined until March 1981. However, in April a fresh fall mede private storage aid
necessary from 25 liay to 11 July 198l. ‘here was no recovery in prices before the
beginning of August. In September 1981, the seasonal pick-up in demand led to a sharp
rise in market prices. _
Pig carcase rrices
ECU/100 kg pig carcase

: : 1 Hov 74: 7 Oct 75: 1 Aug 76:15 Far 77: 1 Kov 78: 1 Nov 79: 1 Hov &0: 1 Hlov 81:
s t 6 Oct 75:31 Jul 76:14 Mar 77:31 Oct 78:31 Cct 79:31 Cet 80:%1 Cct 81:31 Oct 82:
;Easic rrice : : : : : : : : :
tAbsolute : : : : : : : : :
: value : 118.05 @ 128.15 : 138,40 : 145.32 : 148.22 150;44 ¢ 158.72 : 176.18 :
:% change : 100.00 : 108.56 : 117.24 : 123,10 : 125.56 : 127.44 : 134.45 : 149.24
tMarket price: : : : : : : : :
:Absolute : : H ' : : : : : :
s value s 121.87 : 144.23: 140.99 : 1%35.62: 129.00 3 13%.67 : 14G.21 : :

:% change :  100.00
:hs a & of :

118.%4: 115.69 : 111.28: 105.85 109.68 : 115.05

. .
. . H

©3.30¢ 87.03 E8.84 : 88.34

112.50: 101.9C

£Ys
..

: basic price: 103.20

..
..
»e
.

:Sluice-gate :

¢ price : : s : : : : : :
: Absolute : : : : : : : : :
: value : 117.28 : 104.21: 103.95: £7.78: &7.04 : 110.11 ¢ 131.54 : :
:% change ¢ 100.00 : 86.86: 88.63%: TLl.44: T74.22 : 93.89 : 112.16 : :

¢) Prices in norn-member countries

0f the "market economy" non-member countries, the USA is the biggest pigmeat producer.

US pig prices fell from the first quarter of 1980 onwards, due to increasing supply.
Prices have since stabilized somewhat, but are still below those of the rrevious year.,

The trend in Canada has been similar.

The other countries producing pigmeat on a large scale are the East European countries

vith state~run economies.
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d) Consumer prices

The consumption of fresh pigmeat is only about half of all uses, and the
cuts and presentations vary from one country to another. Comparison of

prices and qualities at Furopean level is therefore very difficult.

A sharp rise in prices at the production stage always forces up retail
rrices. However, a reduction in prices at the production stage does not

necessarily bring about a reduction in retail prices.

Vhen producer prices for pig carcaeses on the representative markets fell
and remained low in 1980, consumer prices for pigmeat were not affected
and generally remained stable. Indeed, in some countries, they showed
an increase, partly as a result of the rise in prices generally in the

countries concerned.

Production costs

Feeding stuffs

In 1981 feed prices on the Community market, which in 1980 had shown a
slight increase in line with world market prices, nonetheless remained
steady. The ratio of pig carcase prices to feed-barley prices rose a

little in autumn and winter 1980 tut waS“agéin stable in spring 1981.

Other costs

Production costs other than feed make up 25 to 35% of the total gproduction
costs of pig carcases.
They are greatly influenced by the general level of inflation, which was

high in 1980 and higher still in 1G8l.

A further increase in production costs is due to the considerable rise in
bank interest rates, which was especially serious for pig rroducers in the
process of expanding their herd who had borrowed in order to finance the

investment.
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Outlook
There will be a further increase in output in 1981, but probably at a
slightly lower rate than in 1980. FKowever, as a result of a fall in the
number of breeding animals in several Member States, production during the
second half of 1961 and the first six months of 1982 will not reach the

same level as during the preceding period.

Fconomic aspects of the measures taken under the common organization of the

market in pigmeat

a) Levies and refunds

The system of trade with non-Community countries includes, on the import
side, levies and, where appropriate, additional amounts, ané, on the

export side, refunds payable to exporters if necessary.

The levies fixed varied with changes in world and Community feed-grain
prices; there has been &n increase in the sluice-gate price and the

levies have declined as against 1980.

Thanks to an upturn on the world market, additional amounts were
abolished as from 1 August 198l.

The economic situetion cnabled export refunds to be reduced, while
keeping the markets of non-member countries accessible to Community

produce.

The refund on tinned ham for the United States market was increased to a
level - that applicable to other non-member countries - which made
Community exports viable, after the United States authorities found that

the Community's refund policy had not disturbed the American market.
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b) Intervention

Karket support measures in the form of private storage aid had to be
introduced from 25 May to 11 July 1981. The quantities involved were

about 4% 000 t. ‘The effect was a certain stabilization of market prices.

Budgetary expenditures

EAGGF Guarantee Section expenditure in 1960 on pigmeat was of the order of
116 million ECU, including 92 million on export refunds and 24 million of

private stoarge aid.

Total expenditure in 198C was 11% up on 1979.

Provision has been made for 152 million ECU in 1980, e.e. 124 million for

export refunds and 28 million for private storage aid.
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16. EGGS

Introduction

The relative value of egg production in the Community may be gauged from

recent estimates:

: 1979 1980
Eges/livestock products 5.7% 6.0%
Eggs/total agricultural production %e3% Bed%

Recent national figures indicate that undertakings with more than 10° 000
layers at present account for more than 50% of productiion in most Hember
States and up to 75% in the United Kingdom and the Ketherlands. Greece and
Luxembourg, which account for about 3% of Community production, are the

only countries where production is still relatively unconcentrated.
"he Community is the third largest egg producer in the world, after China

and the United States, and the fourth largest exporter. In 1980 it

accounted for 15% of world production and 1€% of world exports.

Production, consumption and trade

In 1980 Community egg production (4.09 million t) remeined at the same high
level as in the two previous years. OCn the basis of data indicating that

layer chick placings rose by around 4% in 1680 and fell slightly during the
first seven months of 1981, it is to be expected that Community supply will

increase by 2 to 3% in 10¢81.

Growth can be observed in most liember States with the exception of the

United Kingdom and Ireland.

Human consumption fell slightly from %.82 million t in 1679 to 2.79 million
t in 1980 and will probably not pick up in 1981, partly because consumer

prices will continue to rise.
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Intra-Community trade increased again in 1680, involving more than one
eighth of production. Two thirds of this trade was in the direction of
Germany, and Italy replaced France as the second biggest buyer. The United
Kingdom tecame a net importer again in 1980 (net import balance = 1.5% of
total consumption) while France will have been a net exporter in 1981.

Accession has not yet had a significant effect on trade with Greece.

In Autumn 1981 the United Vingdom's new arrangements for combating
Kewcastle disease were added to the list of restrictions on free trade
imposed by certain Member States as a result of differing veterinary

policies;

“rade with non-member countries in 1980 exceeded 1CC 000 t, inclucing

75 000 t of exports and 31 000 t of imports. In spite of reduced refunds
exports increased, in particular to North Africa and the [iddle East. The
growth of sales to non-member countries was speeded up in 1981 by the
reduced supply in certain other traditional exporting countries. “his
favourable trend is not confined to eggs for consumbtion but extends to
hatching eggs, mostly for the production of table fowl. Imports of eggs in
shall continued to decline during 1980, while more egg products were

imported.

Prices

The cyclical upturn in market prices recorded in the second half of 1979
continued throughout 1G8C in all Nember States. In spite of plentiful
supply in 1981 even higher prices vere achieved, mainly because of improved
opportunities for export to certain non-member countiries. However, the
rise in production costs (the price of feed rose by 10% irom mid-198C to

mié-1981) prevented profits from increasing to the same extent.

Consumer prices rose in most lHember States in absolute terms, even more
than market prices in 1680, which reconfirms the tendency for profit

mergins to widen.


User
Rectangle


4.

- 166 -

Outlook

The cyclical movement of the Communiiy egg market seems to have slowed
down, at least temporarily, since the end of last year. Cther things being
equal, the rise in production at the end of 1980 and the beginning of 1981
could have been expected to lead to a drop in prices during 1981 and
consequent big reductions in layer placings. In fact, sustained demand on
the world market has stabilized the market at a satisfactory level for
almost two years now. Placings therefore continued at a high level during
the first seven months of 1981, in spite of the steep rise in production
costs. At present, therefore, it can be estimated that in 1982 Community
production will not be very different from what it was in 1681 and that it
is unlikely to fall.

The trend is not the same in all llember States, ana producers in the
countries or regions with favourable production and marketing conditions

are tenefiting the most from present export possibilities.

lieasures taken under the common organization of the market

a) Sluice-gate prices were increased on 1 Fay 1981 and slightly recuced
from 1 August, in line with the trend-in feed grain prices on the world
market. Levies, which are based essentially on the difference beiween
feed grain prices in the Community and on the world market, followed a

contrary trend.

b) EKefunds on eggs in shell were reduced from 17 ECU/100 kg (rate
applicaltle on 9§ Tecember 1980) to 13 ECU/100 kg from 1 April 1981,
together with refunds on egg products. In contrast, refunds on hatching
eggs have stayed at the same level since they were reintroduced in

January 1980.

¢) The Commission Regulation of 24 Junuary 1980 rroviding for the Member
States to provide monthly infermation on the advance fixing of refunds
in the egg cector had its validity extended several times up to

%1 Lecember 1981.

d) In 1981 the Council continued its examination of the Commission proposal
for altering the marketing standards for eggs, but was unable to reach
agreement. The changes proposed in Narch 1980 comprise in particular

measures to improve consumer information.
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6. Budgetary expenditure

Expenditure by the Guarantee Section of the FAGGF on eggs, all of which is
for refunds, amounted to 17.5 million ECU in 1980 (0.15% of total
expenditure by the Guarantee Section). The provisional figure for 1981 is

20 million ECU and the estimate for 1982 is 21 million ECU.
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17. POULTEYRFAT

Introduction

The relative value of poultryreat production is still fairly similar to
that of eggs, i.e. together about 13.5% of livestock production and 7.6% of

total agricultural procuction. The figures relating poultrymeat alone are:

1979 1580
Poultrymeat/livestock products 7.2% 7.5%
Poultrymeat/total agricultural production 4.1% 4..2%

Poultrymeat production is still characterized by concentration and by
various forms of vertical and horizontal integration. '“he degree of
concentration is greater in the poultrymeat sector than in the egg sector,
since in the northern countries of the EEC more than 90% of procuction is
accounted for by holdings with more than 10 000 birds. However, the
concentration is less marked in France, Italy and Eelgium, where
traditional forms of production and marketing (drawn chickens) are still
fairly important.‘ This is also true of Greece, which accounts for about %%

of Community production.

In 1980, with 15% of world rroduction, the Community was, after the USA,
the world's second largest producer, for both total poul trymeat production
and chickens and turkeys. It vwas also the second largest exporter (29% of

world exports, excluding intra-Community trade), again after the USA.

Production, consumption and trade

In 19860, total Community poultrymeat production (4.02 million t) increased
by 4.2%. The largest increase was in France (+5.7%), while production fell

slightly in the United Kingdom and in Demmark (-3%).
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The rate of increase fo chickens (+3.4%) was less markea than for iurkeys
(6.5%) and ducks (+4.9%). 1In 1981, the increase continued at a higher rate
for chickens (+5.3%) thanks to a sharp increase in the main exporting
countries (France and the Netherlands), while the production of turkeys
appeared to be stagnant if not talling in most Member States excepl Frauce

and Ireland.

Consumption continued to increase by 2% per year, despite the fact that per
capita consumption has been at a standstill for three years in some Member
States (Cermany, the Netherlands ané Greece), particularly in the case of

chickens.

Intra-Community trade fell slighlty in 1G8C as regards slaughtered poultry,

while trade in live birds continued to increase, particularly irom the

Netherlands and France to neighbouring countries.

The restrictions on free trade adopted by the United Kingdom following the
introduction of new veterinary control measures in autumn 1881 apply to
both livestock and poultrymeat, thus adding to the restrictions already

irposed by some lember States in this sector.

Exports to non-member countries in 1980 reachec a total of 3%6 000 t
(+33%), mainly of chickens (506 OCO t) for the Fidale Fast and the Soviet
Union. In 1981 this figure will be higher in view of the'ever-increasing
demand in these non-member countries, despite the lower refunds. Exports
of chickens represent about 15% oi Community production (33% in the case of

France, the Community's main exporter).
?

Imports represent about 2% of consumption. They comprise mainly geese and
ducks (%2 0CO t in 1980) from Fast European countries, beneriting for the
most part from the non-application of additional amounts following the
guarantee given by those countries to observe the sluice-gate price. 1In )
1980 imports of turkeymeat fell by 1 000 t, while the figure for rrepared
poultrymeat vas 2 000 t up.

In 1961 imports of these products ifrom the USA were down, following the

nerrowing of the price gap between imported and Community products.


User
Rectangle


3.

- 170 -
Prices
Generally speaking, market prices for chickens increased in 1980 except in
the BLEU and the United Kingdom. There was again a roderate rise in 1981
in most of the Fember States, but this did not always meke up for the sharp

rise in production costs.

In 1980 the rise in consumer prices experienced by all Hember States except
the Netherlands was greater than the rise in market prices but generally

lower ithan the rate of inflation.

OQutlook

Since the rise in Community consumpiion is slowing down, future Community
production of chickens will increasingly depena on export outlets to
non-member countries. It is generally acceptec that cemanc in the major
importing regions is continuing to grow over the shorti- anc¢ medium-term.

In acddaition, Community production potential basec on placings of breeaing
hens (4% up for the first six months of 1981) is continuing to rise,
particularly in rrance, with the result that exporting liember States will
again be in a position to play a major role on the worla market in 1982.
However, the outlook is not too promising, mainly because of the recent
trend as regards suprly in the other exporting‘countries and the exchange
rate Tor the US dollar.

The outlook tor turkeys, as orposed to that for chickens, will depenc first
of all on the market trend within the Community, since demand on the world
market is still limited. Tespite an improvement as regards the turkey cuts
ané preparations sector as a whole, consumption would appear to be showing
only a small rise in Member States where per carita consumption is not very
high. As a result of prices which are not alwsys satisfactory, the rate of
increase of Community production would appear to be slowing down, at least

for the time teing.

Measures taken under the comnon organization of .the market

a) Following the trend in feed grain prices on the world markez,

sluice-gate prices were increased from November 1680 to Liay 1S81.
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In the light of recent market trends, the CCT subhcading for slaughtered
turkeys (02.02 A IV) was divided into "80% turkeys" (with offzl) and
"73% turkeys" (without offal) as from 1 May 1981.

At the same time, the standard costs used for calculating the
sluice-gate prices were altered for ducks, geese and turkeys in the

light of recent trends in production marketing and costs.

Refunds for chickens were reduced from 15 ECU/100 kg on ¢ Lecember 1980
to 13 ECU/100 kg on 9 April 1981 along with the refunds for the other

products in the sector. .

The period of validity of the surveillance system - introduced in
January 1980 - for the advance fixing of export refunds was extended on
several occasions and is now cue to expire at the end of 1981. Areas of
destination were laid down for the fixing of refunds, with effect from

1 May 19&1.

The detailed rules for controlling the water content of frozen and
deep-frozen cocks, hens and chickens which were laid down by the
Commisson in Cctober 1980 came into effect on 1 April 1681. [Fowever,
the delay by some Member States in adopting national control measures
means that it is not yet possible to draw conclusions as to the

applications of the common standards.

Budgetary expenditure

Ecing limited to reifunds, expenditure by the Guarantee Section ot the EAGGF

on

to

roultrymeat showed only a slight increase, from 63.5 million ECU in 1979
€8 million ECU in 1980 (equivalent to 0.6% of total EAGGF Guarantee

Section expenditure), thanks to the fall in the amount of the refunds.

Expenditure provisionally stands at 84 million ECU in 168l and is estimated

at

90 million ECU for 1982.
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1€. SILKWOELS

Silkworm rearing in the Community is practised in Greece, Italy and on a small

scale in France.

Community silkworm rearing, producing a mere 45 % of raw silk, sccounts for
only a tiny part of Community agricultural activity ana of world sericulture

(54 300 t of raw silk and waste in 1980 according to the FAC).

In Italy, silkworm rearing has declined considerably in recent years: in 1680
only 4 000 boxes were used compared to 5 300 in 1979 and & €00 in 1978 and the
production of cocoons was only 110 t compared to 147 t in 197¢ and 200 t in

1578,

In Greece, too, production faces serious difficulties: in 1Y8C the number of
boxes used was about 7 00O and cocoon production slightly less than 200 t,
compared to 8 300 boxes and ztout 221 t in 1<T78.

In view of the above, Community production (in the Ten) amounted to 1980 to
208 t of cocoons from 11 100 boxes, compared to %23 t and 11 40C boxes in 1¢79.

For 1981/82 the amount of aid was fixed at 85.00 ECU per box (54.03 ECU in
Greece) compared to 71.21 ECU in 1880/81 (+1G.4%).

Expenditure by the EAGGF Guarantee Section for silkworms was Q.% million ECU
in 1980.
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1G. SHEETKEAT

The Situation in 1980

The common crganization of the markets in these products began operation on
20 October 1980.

Froduction

In 1980, production of sheep- and goatmeat in the ten-country Community
(gross domestic production ~ 716 00O tonnes) rose sharply (by 10.3%)
following an increase of slaughterings (+11% head); the average weight per

head of slaughtered animals was 17.5 kg.

Greece is the only Member State in which production declined; particularly
high rates of increase were recorded in the United Kingdom (+14.%%) (1) and
in France (+8.9%). In the United Kingdom, the increase is accounted for by
weather and health protection conditions particularly favourable to
rroduction of sheepmeat and the sharp increase ih sheep numbers in 1978

(see point 2).

Community production of sheep and goatrieat tends to run in cycles, but the

long-term trend has been ugpwards since 1970.

(1) “his rate of increase is the highest recorded in the last 20 years: the

previous record (8%) was achieved in 1974, following the accession to the

Community.
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2. Sheep numbers

The number of sheep in the Community, growing almost continuously (2)
since 1972, reached a figure of 57 million head on 31 Decemter 1980,
including %8 million ewes. 'YThe rate of increase, at 3%, Was

rarticularly high in 1980.

Surprisingly, France, the lember State in which the termination of
national marketing arrangements was most feared by farmers, is the
country in which the number of sheep expanded fastest (+10% - a
twenty-year record). In the United Kingcéom, on the other hand, the
number of sheep ¢id not increase in 1980: the benefit accruing when the
French market btecame available for Eritish sales has been expected for

1 January 1978, hence the sharyp increase in numbers in 1978 (+5.6%) .
Subsequently, as barriers to imports were retained until 20 COctober
1980, there was no reason for further increases in numbers. 7The decline
in numbers in Irelandé (which had been steady since 1973) continued
despite very favourable market prices from 1478 onwards, as the table in

Annex IV shows.

The number of goats in the Community inéreased by 2.3% in 1978.

3. Consumption

In 1980 the consumption of sheep- and goatmeat was 955 00O tonnes, a slight

increase on the previous year (+1.8%), a result of the continuing upward

movement in ¥rance (uninterrupted since 1$63%) and a cyclical recovery in

~. the United Kingdom (in this FKember State, consumption has followed wide

cyclical variations in the last 20 years, the long term trend being

downwards). As the United Kingdom accounts for more than 40% of Community

consumption and as consumption is growing in the long term, the reasons are

clear for:

the cyclical fluctuations in consumption

the horizontsl itrend over the long term.

(2) The only exception was 1¢75.
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Prices
In 1980 the average Community price (for 9 countries) was, at 288 ECU/100
kg, well down on the previous year (—10.8%); prices had not fallen so

sharply since 197% (3).

The fall in prices was mainly due to a particularly sharp increase in
production in France and particularly in the United Kingdom (see point 1):

in the latter country, market prices fell by about 20%.

Trede

In 1980, imports into the nine countries from non-member countries were
243 %49 tonnes, of which 25 476 tonnes of live animals (expressed as

carcase weight) and 7 859 tonnes in the form of fresh meat.

Intra-Community trade again expanded in 1980 (the United Kingdom, with
30 600 tonnes, provided 41% and France, with 45 700 tonnes, received 47% of

intra-Community trade). :

(3) The Community average declined only oncé,‘in 1978 (2.1%)
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II.Cutlook 1981

1. Data concerning the Comrunity market

On

the basis of data provided by the Member States, the following can be

exypected for 1981.

a)

b)

c)

the numbers of sheep and goats in the Community should continue to

increase

(by +1.5% on average for the Community as & whole). Increases will be
recorded in all the Kember States, but by differing margins: thus,
expansion is expected to be particularly strong in France (%%) but low
in the United Kingdom (1%). Kumbers of goats in the Community are also

expected to increase (by 2.7%).

the stabilization of Community production

a decline in the United Kingdom (compared with the exceptional figure
for 1980) being offset by further expansion in certain Member States

(mainly France and Greece).

a slight contraction in Community consumption (0.5%)

due to an appreciable decline foreseeable in the United Kingdom because
of lower imports from New Zealand (4), largely offset by further
increases in consumption in certain other Hember States (Frauce and

Italy).

a slight decline in the Community's production/consumption net balance;

the net balance has been as follows (the 1C countries):

(4) Season 1Y80/81 (October-September):
Nz-UK exporis: an estimated 155 000 (or a decline of 25 Q0O tonnes
compared with the preceding season).
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Consumption/production net balance Self-sufficiency rate
(tonnes) ‘ ‘ (%)
1978 271.000 ‘ 70.2
1979 288 000 69.3
1580 236 000 7543
1981 : 231 000 5.7

(estimates)

For 1981, the Community's supply bvalance is estimated as follows:

Gross domestic production : 719 00C t
Total consumption : 950 0CO t
Consumption/production net

balance : 231 000 t
Import/export net balance : 230 000 t
-imports from non-member countries: 24C/245 000 t
-exports to non-member countries : 10 €00 t
-changes in stocks : O to+ 5000 ¢t

For 1981 the following may be expected: .

i)

ii)

e)

imports from non-member countries will be at the same level as for 1980,
exports to non-member countries will follow the course plotted since
1573.

an increase of about 12% of the Community average of market prices

that is, an increase exceeding the increase agreed for the basic price
for the 1981/82 season (7.5%). This increase concerns all the kember
States (excert Demmark, the quotation for which is not comparable with
that for preceding years). In five kember States the increases are
expected to exceed the Community average (FRG: 29.4%; Greece: 23.8%,
Ireland: 19.1%; Belgium: 17.8%; Netherlands: 17.0%). In the United
Kingdom, the increase will be quite close to the average (13%); in
France it will be 8.2% and in Italy 10.7%.
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2. Working of the common organization of the market

a) Variable premium in the United Kingdom

The variable premium predicted for the 1981/82 season (April/March) is
162 million ECU (or about UKL 100 million, comparing with 7€ million
ECU, or UKL 48 million paid for the 1980/8l1 season (20 Cctober/4 April).
This amount represents an average premium of 71 ECU/100 kg, or 44
pence/kg, 28.5% of the average market price estimated for the 1981/82
season (154 pence/kg).

b) Premiums for ewes

The foreseeable amounts of the premium for ewes for the l9él/82 season
are:

Ireland K 2.193% ECU, or IRL 1.50

United Kingdom: 4.540 ECU, or UKL 2.80
The expenditure chargeable to the EAGGF for this premium will probably
be %.8 million ECU for Ireland and

3.8 million ECU for Ireland and

6.25 million ECU for the United Kingdom
For the 1680/81 season, 2.9 million ECU were paid for Ireland (1.866 ECU/ewe,
or IRL 1.23) and 15 million ECU for the United Kingdom (1.098 ECU/ewe or UKL

0.6793).

¢) Intervention

There will probatly Lave been no intervention in 1981 (market prices in .

¥rance exceeding the intervention prices).

d) kefunds

No refunds in 1981. The Community has not yet adopted implementing

rules in this field.
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e) Impact on intra-Community trade

f)

g)

In 19861, the Netherlands, Ireland and the FRG will protably have kept
their exports near the level for the previous year (20 000 tonnes,

16 0O0C tonnes and 12 000 tonnes respectively).

In the United Kingdom, exports probably declined: a figure of 20/25 000

tonnes is expected for 1981, comparing with 40 OO0 tonnes for 1980.

This situation is due:

i) to the introduction of the clawback, which, whilst allowing of an
aprreciable increase of exports to France, has curbed exports to the

other continental liember States.

ii)to the decline in imports from lew Zealand (Gown by 25 00O tonnes in

1681 to the United Kingdom).

Management of voluntary restraint zgreements

The machinery of the VLK agreements worked well ir 198l. So far, only
Bulgaria has exceeded the limits set; the Commission reacted
immediately by calling upon the Kember States not to issue import
licences for this country. With regard to the "sensitive areas", France
halted imports from Poland as soon as the ceiling set by traditional
quantities was reacheqd.

It is expected that by 31 December 1981 the limits set by the agreements
will be reached for virtually all the suprpliers of live animals and
fresh meat; on the other hand, it is not expected that any supplier of
frozen meat will reach these limits: for example, for New Zealand,
Comnunity imports under this heading are put at 185 000 tonnes (the

limit being 245 000 tonnes).

Community exports to non-member countries

It may be that the temporary measure taken on 8 December 1980
discontinuing the drawback in respect of non-member countries for the
1681/82 season has contributed to the limited development of a trade
1low from the United Kingdom to certain Maghreb countries and supporteu

traditional trade flows (Switzerland).
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20a. AGRICULTUKAL ALCOLOL

Introduction: Great changes occurred in this sector during the period covered by

the report.

Production: Production of agricultural alcohol rose from around 7 000 OCO hl to

over 8 000 000 hl (8 315 000 hl with Greece). This was because of the
large-scale distillation measures in the wine sector. Production of vinous
alcohol (not including wine spirits) was three times greater in 1980 than in
1979 (2 188 000 hl compared with 754 0CO hl).

roduction of molasses alcohol fell sharply (2 8%8 000 hl in the Community of
ten against 3 13% COO hl in the Community of lNine). This was mainly owing to a
steep rise in the price of molasses and, secondarily, to a tendency to replace
molasses by wine which was particularly epparent in some Italian cistilleries.
Production of other types of agricultural alcohol remained fairly statle. The
accession of Greece has increaseé the number of types of agricultural alcohiol
produced.

France is still the main producer of agricultural alcohol. Belgian production
has drorped considerably.

It should be roted that production of synthetic alcohol fell by 1 million hl.

Consumption: Consumption continues at more or less the same level in the
Community, with a slight downward trend, but use of agricultural alcohol in

indistry is continuing to lose ground at an increasing rate.

Prices: In those countries where there is a relatively free market the prices of
agricultural alcohol have followed molasses prices upwards. Elsevhere they

continue to be determined in a highly arbitrary manner.

Trade: Intra-Community trade in still negligible. '1rade with non-member

countries has declined.

Outlook: Agricultural alcohol is holding its own, but only just, against

synthetic alcohol.

Expenditure: Apart from the export refunds on spirituous beverages obtained irom
cereals which have been granted retroactively since 1 August 1973 as agreed in
the Act of Accession of the United Kingdom, the agriculturl alcohol sector does
not entail any expenditure for the Community. The liember States with a monopoly

are responsible for their own management deficit.
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20b. POTATCES

l. Introduction

No common organization of the market yet exists for potatoes. A rroposal
was presented by the Commission to the Council on 23 January 1976 covering

the whole range of fresh and processed products.

It provides for:

- marketing standards;

- measures to encourage the formation of producer crops;

- the support measures required to keep the market stable;

- a system of trade with non-member countries incorporating a reference

price system for new potatoes.

Products such as potatc starch (1), dehyarated potatoes (2) and products
processed from fotatoes (3) are already subject to a common organization.
The marketing of seed potatoes is subject to a Council Tirective (4).

2. Procduction

According to FAO statistics the world harvest in 1980 was 228 545 0CO t.
The Community, with 35 496 000 t, grew about 16% of the world total. The
average yield per hectare in the EEC is almost double the world average.
The value of potato production represented 1.9% of the value of final
agricultural production in the Community in 1980. Available statistics
indicate that Z.4 million holdings (in the enlarged Community) grew
potatoes. At national level the productiion structure is very variable, the
average crop area per farm being 5.% ha in the United Kingdom and about

G.4 ha in France and Italy.

(1) Regulation (EEC) No 2727/75 of 29.10.1Y75, 0¢ ko L 281 of 1.11.1675%.

(2) Council Eegulation (EEC) Ko 1117/78 of 22.5.1978, 0J Ko L 142 of 30.5.1978.

(%) Council Regulation (EEC) lio 516/77 of 14.%.1977, OJ Lo L 7% of 21.%.1977.

(4) Consolidated version of Council Lirective of 14.6.1966, 0J No 66 of
8.6.1966, p. 35,
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Since 1951-55 the total area under potatoes in the EEC has dropped by about
67%, from 3 512 000 ha in 1951-55 to 1 167 QGO ha in 1980. ©Eecause of the
increase in yields per hectare, however, production has fallen by only 43%

(61 957 000 t in 1951-55, 35 496 OCC t in 1980).

The Community is basically self-sufficient but there have been supply

problems following very dry years.

The area under new potatoes fell slightly in 1980 (105 OCO ha, as against

116 000 ha in 1979), but production remaineéd at Jjust over 2 million t.
There continues to be a shortfall, about 450 OCO t, being imported every

year.

The area under seed potatoes in the EEC dropped from about 112 000 ha in

1679 to about 105 000 ha in 1980. About 3 wmillion t are harvested, mainly

in the Ketherlandas, the Unitedé Kingdom, France and Germany.

Processed products (crisps, instant votato, chips, etc.) are also important

in the potato sector. About %.5 million-t of fresh potatoes are processed
annually in the EEC. ©Some varieties are particularly suited to processing
and are grown mainly under contracts between farmers and the processing

industiry. Development has been very rapid anc conditions are right for the

further expansion of some products in the near future.

Consumption

Potatoes are used mainly unprocessed as foodstuffs and to a lesser extent
for feeding animals. The quantities turned by the processing industry into
proaucts for human consumption represent about 18% of totzl human

consumption.

a) Human consumption

Per capitia consumption of fresh potatoes is levelling off. After a big
crop in 1976/77 as a result of the shortage caused by the crought in
1976 (69.1 kg per head) it climbed to 78.8 kg in 1978/79 but fell back
to 78.1 kg in 1979/80.
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b) Animal consumption

The amount used for feeding animals varies from % million to 7 million t
depending on the volume of the harvest. In 1979/80 it was 5 549 000 t,
comprising 3 26% OCO t in CGermany, 200 000 t in ¥France, 20% OGO t in
Itaiy, 579 000 t in the Netherlands, 426 00O t in the United Kingdom and
524 000 t in Ireland. '

¢) Products processed for human consumption

Consumption of products processed from potatoes (about %.5 million t in
1979) continues to increase.
Consumption of certain products such as deep-frozen pre-cooked products

should increase further.

Trade

Intra-Community trade in potatoes absorbs only about 4% of total
rroduction, for seed potatoes and new potatoes the figure being between 12
and 15%. The net exporters are the Netherlands, France and Irelanc. The
United Kingdom exports seed potatoes and imports new potatoes. Italy
exports new potétoes and imports seed potatoes and ware potatoes. TLemmark

and the BLEU also have a large-scale import-export trade.

The structure of Community trade in processed products is similar to that
of trade in unprocessed products. The Letherlands and France are exporting

couniries and the others are importers.

Trade with non-EEC countries is mainly in seed potatoes and new potatoes.
Seed potatoes are exported to South America, Africa and Asia and new

rotatoes imported from the countries round the Fediterrdnean.
Prices

Prices are very unstable, varying from year to year. Because of the
inelasticity of demand, plentiful harvests tend to force down prices.

Other factors may affect prices, for example the weather and unexpected

exports to countries with shortages.
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In 1980/81 prices started at lower levels than in the previous year, even
though the harvest had been relatively poor in Germany and certain East
European countries: at rotterdam .56 EUA/1C0 kg on § September 1880 for
Bintje + 35 mm (6.98 EUA in 1979); at Arras, 4.87 EUA/100 kg for Bintje
+ 40 mm (7.67 EUA in 1979).

Prices improved in mid-October, following a contract for the delivery of
130 000 t to East Germany. On 21 October prices were as follows: at
Rotterdam 10.27 EUA/1CO kg for Bintje + 35 mm (7.64 EUA in 1679); at Arras
6.84 EUA/100 kg for Fintje + 40 mm (6.92 EUA in 1679).

In the following months prices dropped to about & EUA at Kotterdam and
about 6 EUA at Arras.

On 11 may 1980 a new and spectacular rise in prices was recorded following
exports to the EFast European countries: at kotterdam 15.46 EUA/100 kg for
Bintje + 35 MM (3.64 EUA in 1979); at Arras 12 EUA/100 kg for Bintje

+ 40 mm (%.42 EUA in 1979). After falling back somewhat towards the end of

May, prices rose again because of the demand from the processing industry.

To sum up, the brisk export trade nmay be said to have been the chief factor
determining potato prices during the marketing year. Internal demand was

lower than forecast because of the mild winter.

On the Kew York futures market the price for round white-fleshed varieties
varied from 20.50 EUA/100 kg on 29 September 198C to 27.12 ECU/100 kg on
%0 karch 1981.

The prices of new potatoes and seed potatoes are higher than those of ware
potatoes. The difference varies considerably, depending on the size of the
harvest and the level of ware prices. If these are low, the prices of both

seed and nevw potatces fall.

liew potato prices also vary by origin and variety. Seed potstoes for which

a monopoly is held are dearer than iree varieties.
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Cutlook

The 1980/61 marketing year was one of average prices. '"he provisional
figures from the SOEC put the area under potatoes in 1981 at roughly the
same as in 1980 (1 167 000 ha in 1480, 1 148 OCO ha in 1481)y the addition
of the areas under potatoes in Greece (65 000 ha) compensating for the drop

recorded in the line.

First indications are that -the Community had a good harvest in 1981 and
that the quality of the product is also satisfactory; Prices on the
Rotterdam market, however, started at a hLigher level than last year:

7.64 EUA/100 kg for Eintje + 35 mm (5.9¢ EUA in 1980). In France prices on
the Arras market were also higher: 8.17 EUA/1CO kg for Bintje + 40 mm

(4.87 EUA in 1980).

Econoric asgpects

In the absence of a Community market organization, steps have been taken by
some Member States: intervention in respect of ware potatoes in the United

Kingcom and in respect of new potatoes in France.
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20c. HCKEY

Introduction

There is no common organization of the markey in honey. The only general
charge on imports is a 27% customs cuty, which is reduced to 25% for most
developing countries and Malta, 18.9% tfor Turkey and nil for ACP

countries. The 36 least aavanced developing countries are exempted from

customs duties.

Production, consumption and trade

In 1979/80 the Community produced 44 000 t of honey ané imported
106 00C t. Germany, France and Greece were responsible for 77% of
production. It is only in Germany and Greece that consumption exceeds 1 kg

per head per year.

Germany is the biggest importer (60% of the “en's imports), followed by the
United Kingdom (15%). The Community is only 30% self-sufficient, but the
situation varies widely among the liember States. fThe Community divides
between countries which depend on imports for most of their needs and those
~ Greece, France, Italy and Dermark - with a high degree of
self-sufficiency. Greece is the only net exporter, directing most of its

exports to the other HMember States.

France increases its degree of self-sufficiency by applying quantitative
restirictions on imports from certain countries and by apprlying Article 115

of the Treaty of kome (protective measures) to imports from other countries.
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Common measures to assist bee-keeping

In April 1981 the Council introduced a system of aid for bee-keeping. The
aid consists of a specific contribution to associations of bee-keerers
recognized by the Member States and has been fixed at 1 ECU per marketing
yYear per hive in production. Associations can use the aid to purchase
feeding sugar and for general programmes for improving honey production,
technology and marketing. %Training programmes, disease control and
breeding projects are required if there is to be a long~-term improvement in

the sector.

The aid system covers three marketing years: 1681/82, 1982/8% and 1983%/84.

-

EAGGF Guarantee Section expenditure is estimated at $ million ECU rer year.
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¢l. YEEDIKCGSTUIFS

1. Suprly and consumytion of raw materials for feedingstuffs in 1980

Throughout 1960 the raw materials available within the (omrunity and on the
world market were sufficient to ensure regular supplies for animal feed in
the Community. Lkowever, towards the ena of 1974 there were serious fears

on the world market because of the situation in Poland.

Another cause of uncertainty was the harvest situation in the People's
Republic of China. If the harvests had revealed a shortfall, Chinese
demand would have been mainly for wheat. TGhe same would have occurrec in
the case of the Soviet Union in the event of insufficient harvests; this
woulcd have resulted in plentiful supplies of feeu grains and soya cake,

expecially as production in Irazil and Argentina was rising.

Since neither o1 these situations really arose, the fluctiuations in the
prices of raw materials in 1980 were the result more of monetary
speculation than of political factors. Soya prices remained fairly low
until the midcéle of the year and then rose sharply in the second half. In
some Community countries at least, this reduced-the financial attraction of
using manioc and other cereal substitutes, despite the fact that their

prices remained almost stablel within the Community.

Consumption of skimmed milk powder in animal feed is falling slightly
(about 200 000 t). "his is exrlained partly by the reduction in the number
of calves being fattened and partly by the increased use of liquid skimmed

milk returned by dairies for enimal feed.

Stocks of skimmed milk powder were sufficient to meet demand in the
Comrunity, so there was no particular tension as far as the animal feed was

concerned. On the otner hand, prices of slaughtered calves were so low &t
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some pocints that productivity was seriously affectea.

Production of compouné feedingstufts

The 1.6% increase in industrial production of compound feedingstuffs in the
Cormunity of Nine is a very low rate compared with the increases in
rrevious years. Tnis seems particularly strange in that, up to now,
compound feedingstuffs appeared not to have reached their maximum rate of

penetraticn.

This rapid conclusion can be accepted, but factors connected with the trend

of demand and the definition of industrial feedingstuffs should be notec.

Total demang from the cattle sector is falling (about 2 000 0CO ¥U),
whereas this sector had been responsible for the biggest growth in compouna

feedingstuffs production in previous years, and the increase in demand from

‘the poultry ancd pig sectors in 1980 (966 000 ¥U) was insufficient to make

up for the reauction in the cattle sector.

Koreover, statistics on indusirial production make to distinction between
compouna (complete) feedingstuffs, concentrated, protein and other
supplements, nineral compounds etc. Cver the yesrs concentrated
feedingstuiis seem gradually to have given way to complete feedingstuffs,
so that as regards the past the production statistics have been influenced
partly by changes in the nature oi the feedingstutfs declared, which

explains the stagnation of procuction in 1980Q.

Lastly the criteria for reporting statistics differ according to the Lkember
State and over the last ten years some establishments have lost the

obligation to rerort.

These various faciors are not quantifiable but they seem to come together

during 1980 ana nust be taken into account when interrreting the statistics.
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It should be added that the costs oi producing compound feedingstuifs have, generally
speaking, risen more steeply than the costs of the raw materials ana may thus act as

a brake on the use of compound feedingstuffs.
However, this is not very apparent, for an examination of demand suggests that the
rate of penetration of industrial feed is still increasing at the expense of

iraditional feed.

A comparison between cemend, expressed in FU, and the production of compound

feedingstuffs (declared industrial feed) gives the following percentages:

Overall c¢emend in FU and proauction of ccerpound feedingstuffs

: Year : Cattle : Prod. : % ¢ Pigs : Prod. : ) : Poultry: Prod. : 4
: : : c.f. : : c.f. : : c.t. : :

.

¢ 1973 ¢ 172.945: 16.860: ©.79: 42.463 : 21.400 : 50.401: 27.1086 : 18.250 : 67.32
175.247: 16.040: G.15: 43;281 : 22.090 : 51.03 26.891 : 17.740 : 65.97
: 1975 ¢ 171.780: 17.4€0: 10.16: 42.1%1 : 21.250 : 50.43 : 26,776 ¢+ 17.160 : 64.0Y
171.353: 22.030: 12.86: 42.74% ¢+ 22.600 : 52.87 1 27.061 : 18.250 : 6744 :
¢ 1977 5 170.78G: 22.950: 13.44: 44.11C : 2%.690 : 53.71 : 27.321 : 18.300 : 66.99
171.189: 24.570: 14.%0: 464,410 : 25.000 : §3.87 : 28.133 : 19.060 : 67.86
: 172.182: 28.000: 16.26: 48.780 : 26.580 : 54.49 : 28.544 : 20.C00 : 70.05 :
170.125: 28.070: 1€.50: 4%.03C : 27.080 : 55.23 : 29.265 : 20.730 : T0.83
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In other words, the rate of cover of requirements in the cattle sector, which was
only 9.75% in 197% in the case of industrial feed, was 16.50% in 1980, still slightly
up on the previous year (16.26%). In the other sectors, growth in 1980 comparec with

1€7¢ was still consideratle.

For ihe sake ol completeness it should be mentionea that the figures for Greece are
not available, either for the supply of compound feedingstuffs or for demand, so that

an overall view of the lurope of Ten is not possible.
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2. Outlook

In the long term, consumption forecasts have already shown that overall
demand for livestock prodycts is unlikely to rise as rapidly as in the past
in the Community, since consumption per head is already very high and the

rorulation of the Community will not increase much over the coning years.

In adaition, the difference between the production costs and selling prices
of livestock products has become much smaller and any over-production can
lead to a substantial c¢rop in incomes, which is no longer acceptable once
big economic groupings are directly or indirectly affected by the
productivity of livestock production. The result will be that productiomn,
more than im the past, will be a function of demand, both internal and

external.

.Eecause of these various factors, demand ior food should be stble in the

medium term, with smaller and smaller fluctuations in the short term.

Overall demand for animal feedingstufts will follow the same trend and, in
view of the favourable production outlook both internsally and on the world

market for 1681, there should be no supply difficulties.

This does not mean, however, that the nature of the feed used will not
urderge a profound change. Indeed, with an almost stable demand, an
abundant supply of raw materials and growing production costs, substitution
should increasingly occur. f“he market prices of straight feeaingstuffs
will then be even more decisive than in the past in influencing users in

their choice of raw materials to use in animal feed.

It may be added that the export possibilities for livestock products
(poultry and eggs) should in principle mean an increase in the production
of compound feedingstuffs. HNevertheless, this increase risks being largely

offset by the fact that a grovwing number of farmers are returning to the
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use of rav materials produced on the farm, since the prices of compound
feedingstuffs are inflated by external costs (energy, wages, capital) which

are constantly rising in the Community.

I e e
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