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. . . . . 1
1. The sitnation of Commmity arrienl+nral trade in a world context

During the neriod 10610 — 1072 werld trede in industrizl products rose he

PSR anA im aspienltarn] mradiees b 77 .87, The shara of serien]torad
nrodnea in world trade de thoe Anelinine, Tw fact, it fall from 22,27 in

1060 ta 10,2 in 1072,

b similer tendencv ear be sean in Com-unitr trade, Howover, the share of
aerientnral produce in Commmity imrorts is hirgher (?8.57) than in tot»]

world trade (19.37).

Consemently, the Commnityr aceoumts “or a coneidarable nart of world trade
in aerienltnral nrodnece (2hont 22) whilet in the induatri-] sactnr, ite

share is more modest (26,57),

As regards Commmity evporte of arrienltursl nrodnce, it shonld he noted
that the Commmitr's share of world trade has scnrcelw changred, emounting

to 8.7% in 1968 and 8.57 in 1072,

2« The structure of Community agricultural frade

o~ e

3]

Ls regards the composition nf Commmitr arricultnral trade by nroduct sentor
in 1972, fruit and veretablas were the larrest sinele item, The "ment and
live animals" sector was in second place followed by tronical nroduce (non-

comnetitive ).

Non—edible rew meterials of agrienltural orisin (hides and skins, natoral
rubber, wood, textile fibres, raw meterinls) together acconnted for sbomt

one third of Community imnorts.

In individual sectors, the Community has a preponderant share of world trade

in fruit and vegetables and animal feedingstuffs (81.79).

For the rest, the Community's rlace in world trade is narticularly imnortant

in relation to raw meterinle of arrienltiral oririn,

e 3 e

TSee tables IT 8/1.1 to TT 2/2.2 in +he fvnex.
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Among the Community's suppliers, three countries or groups of countries

have comparable positions with regard to EEC imports (of the order of 15%);
these are the industrialized countries of the Commonwealth, the Latin

American countries and the United States. A second group of countries,
having a somewhat lesser share of around 8 to 117., consists of the Community's
neighbours, the coimtries of the Vediterranean, the Western European
countries, the state trading countries and the developing countries of

Africa, the Caribbean and the Pacific which are associated — or eligible for

association - with the EEC.
3« Irends in world markets

During the year 1§72/73 a change in the world market situation occurred as

a result of nrice increases in most of the major agricultural products.
In the year 1973/74, this trend continued, even becoming more pronounced.

Whereas in the nast agricultural ~roduction grew more rapidly than demand
from solvent sonrces and stocks held bv the principal exporting countries
reached disquieting levels, the situation has changed radically since

rather more than eighteen months ago. For many agricultural and food
products, the disecuilibrium that exists between world supply and demand has
brourht about a substantial decline in stocks and a spectacular and

generalized rise in nrices.

For the Community, these recent changes in the pattern of production,
consumntion and sunnly and demand at a world level result from the combined
effect of fortuitous circumstances and of new trends which have shown

themselves in the past few years.

Since as long ago as 1972, prices on the sugar market have been showing a
steady upward movement, cince production has increased more slowly than

consumption.

Furthermore, in 1973 world markets were affected by an exceptionally strong
demand for cereals and soya resulting from new vurchasers entering the market
on a large scale and a drastic decline in the supply of fishmeal and rice;
this market imbalance developed against a background of accelerating

inflation.
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The 1974 situation suggests that this phenomenon is persisting.

These events occurred at a time when, for most agricultural products, the
annual growth rate had been tending to slow down since the end of the last
decade ~ a tendency sometimes marked by year-to~year fluctuations, but

particularly noticeable in the developing countries.

The steady decline in stocks, which proved to be insufficient during the

events of 1972/73, is a manifestation of {this tendency.

It is difficult to identify the factors causing this production trend. Some
of them may, however, be listed without attempting to determine the precise

role in each case:

(i) weather factors -~ which play an important role every year — appear to

have affected production more than usual in recent years;

(ii) +the steady rate of production growth reached at the end of the sixties

' was only made possible by more intensified use of available resources,
investment and inputs. Unused factors of production undoubtedly still
exist but they are not inexhaustible and their exploitation is becoming

more and more costly;

(iii) +the price instability of certain major agricultural products on world
markets has led producers to adopt a cautious policy in production

planning;

(iv) in addition, it appears that in the absence of an international
concertation of agricultural policies, there is sometimes a tendency
to react directly to year-to-year fluctuations in production and prices,

without taking sufficient account of the world situation as a whole.

At the same time, consumption has maintained its overall rate of increase as
a result of demographic pressure and rising incomes -~ this last factor,
incidentally, resulting in a switch in the pattern of consumption towards

expensive and protein~rich food products.
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Thin rarhination of ahoptata=m 5nd striaectnre]l rhenomenn, includine thnse
»alatine +n the canprel AcAmamin aitnation (inflation, enerev eri sis,
~woon1w+%on), hae hranaht obant a amaiderable rise in nrices on world
rmorleate whdieh heva o fn s smans s sTwva tended to he ymstable, seeing that
intarnetinnagl ananly and demend raneasent only 2 amall nerrentage of world
mrnduetiar,  Nenvaranls Oeamunity internal prices, which have remained

slmoct atable, are now helsor wnrld market levels for many maior consumer

arodnets,
A Te framework for the develormment of Commmity trade

Par the Communitsy, 1974 was marked by the successful completion of the
ne~rotiationg hv which the enlarred Commmity accents responsibility for
the commitments of the Six oand the oblimations of the three new Memher Stntes

are tronenosed secordinetsr,

Tn addition, the vear has seen the develorment of imvortant world initiatives,

in which the enl-reed Commmity will narticipate.
5. Pensures arising from the Aets of Accession

Mithin the mltilateral framework of the CATT, the new negotiations
mdertaken in accordance with Article XXTV(6) were concluded on 30 July 1974.
Tha tariff concessions eranted hy the Commirity appear in a new list
Annnoited with the GATT, The naw concessions in +he arrioultural sector ~
in addition fo those cranted hy the Siy, which have been extended to the
erlomend Commmity - rednce tariffs, mostly already comsolidated, on nroducts
=nrh ne horaes For slanchter, edible offals, fresh or nreserved salmon,
renlos and pears in the swmmar season, tirned pears, bich oguality Burley and
Tircinin tabaccos, simmer arances and crarefrait, and coffee ~nd palm oil

(A wdnh Autsr had alrendy heen guanemdad milataral 1v),

teopowhotle, the rasotistions were econcladed on a satisfactory note both for
the Commmity snd its rartners. It should, however, be noted that the
naratintions with the Thited States and Australiz ended with declarations
in vhich the Commmity and its nartners agreed to seek solutions 1o the

caraz] nroblem in fMiture international negotiations.

Tn resrect nf the develonine commtries as a whole, the Community of Six ~
hesides +he new Vember States — had introduced a system of vreferential

tapiffain 1071 in conformity with the Resolnution of the second TINCTAD

Confaronee in Yaw Nelhi.,



- 5=

Pursuant to Protocol No 23 and to the Declaration of Intent contained in the
Act of Accession, on 1 January 1974 the Community begen to apply the new system
of generalized preferences for the enlarged Community representing, in the
agricultural sector, a substantial improvement over that previously applying,
particularly in the Community of Six, both in the number of products covered
and in the percentage of preference granted (volume of trade affected:

400 million u.a.).

As regards preferences, vy virtue of Protocol No 22 to the Act of Accession, the
Community entered into negotiations with all countries benefiting from the Yaoundé
and Arusha1 Conventions besides the developing countries of the Commonwealth

in Africa, the Ceribbean and the Pacific (ACP countries). Member countries

of the Community have reached zgreement omong themselves on the nature of the
concessions to be offered to these countries; they will 2lso cover non-tropical

agricultural products.

With regard to the latter products, the Community's offer to the ACP countries
will include concessions of the same kind as those appearing in previous
agreements with the African countries and Madagascar; i.e., account has been
teken of the specific internal problems affecting these products and the
principles of the agricultural policy have been respected., However, certain
chahges have been made compared with the Yaoundé and Arusha agreements in
order to broaden the range of products and improve the concessions offered.
The products covered include vegetable oils, certein feed grains and products
derived therefrom, certain preserved fruits and vegetables and raw tobacco.
However, one of the most important elements in these negotiations - on which
an agreement in principle has already been reached between the Community and
its partners - is the fact that a2 stabilization system for revenue derived
from exports of basic products from the ACP countries to the Community is to
be established. This system will be designed to alleviate the harmful effects,
on the economies of the countries concerned, of drops in price or quantity of

the principal products exported.

Similarly within the framework of its preference policy, the original Community
concluded agreements with the Mediterranean countries. The entry of the three
new Member States into the Community has brought about substantial changes

both in the economic relations and in the structure of trade between the

Mediterrenean countries and the Community, making it necessary to review

these relations to bring them back into belance.

1Tanzania, Kenya and Uganda.
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At the Paris Summit meetings in the autumn of 1972, the requisite political
will was expressed and in June 1973 the Council, on a proposal vy the
Commission, delineated an overall approach for the Community'!s relations with
several Mediterranean countries, it being understood that this approach could

be extended to all these countries plus Jbrdan1. Negotiations with these

countries are still in progress, but it can already be seid that the
agricultural sector is important for all the countries concerned by the
overall approach and that, here again, in working out the concessions to be
offered to these countries, the need to respect the principles and mechanisms

of the common agricultural policy was borne in mind.

Since 1 November 1974, the association with Greece has led to the establishment
of a Customs Union covering a certain number of products — especially in the
fruit, vegetebles and tobacco sectors = which account for a substantial
proportion of Greek agricultural exports to the Community. However, until

the Additional Protocol is signed, the Association Agreement applies only

to the Member States of the original Community.

The Association with Turkey, following the entry into force on 1 Jenuvary 1974
of the second stage, as laid down in the agreement, and the first agricultural
meeting, also provided for in the agreement, has led to the introduction of
certain additional concessions concerning agricultural produce (especially
raisins, dried figs, hazel nuts and tobacco), besides other products covering
altogether between 80 and 90% of Turkey's agricultural exports. These

concessions apply to the whole Community.

6., Other action

As regards bilateral relations with the state-trading countries, it was agreed
this year, in line with what has been achieved in the field of Community
commercial policy, that Member States would not renew national agreements on
31 December 1974 and that a Community policy, whether unilateral or by Treaty,
would instead be applied with effect from that date. This policy, which is

at present being worked out, covers agricultural products.

1Countries bordering on the Mediterranean, including Jordan but excluding
Yugoslavia.
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As regards the initiatives of a general nature in which the Community intends

to participate, the World Food Conference should first be noted; this latter,
after examining the future outlook for world food supplies, will propose action
at a national and international level to solve the problems arising. Secondly,
the multilateral GATT negotiations, begun in Tokyo in 1973, should be mentioned.
For these latter, a negotiating brief which will include a chapter on agriculture
is at present being prepared by the Community authorities, in accordance with the

general policy line adopted in 1973.

As regards food aid, in 1973 and 1974 the Community took unilateral measures
besides measures proceeding from treaty obligations. The Community of Nine
decided to continue to participate in the Food Aid Convention on cereals (for
the period 1 July 1974 -~ 30 June 1975). In this connection, the Community
undertook to grant 1 287 000 metric tons of wheat (together with a certain
amount of rice) to the developing countries under the food aid arrangements.
As regards cerezls, this undertaking represents the conclusion of food supply
agreements, covering a total of 684 900 metric tons, under the Food Aid
Convention. For other products, the Community's unilateral programmes,
carried out solely as Community action, concern 49 450 metric tons of skimmed
milk powder, 6 000 metric tons of butteroil and 6 062 metric tons of sugar

besides & cash grant of 1.61 million u.a. for the purchase of food supplies.

Overall, in the year 1973, the Community undertook to provide food products
(cereals, skimmed milk powder, butteroil, sugar and cash grants for the
purchase of other food products) to a total value of 173 million u.a. (as

agoinst 53.9 million w.a. in 1972).

Supplies of cereals amounted to 464 647 metric tons, the other products sent
being skimmed milk powder (46 136 tons) butteroil (15 000 tons) suger (8 212 tons)
and egg powder (300 tons), together with cash grants for the purchase of other
food supplies (2 457 000 u.a.).

As regards food aid commitments entered into by the Community in the first
three quarters of 1974, the Council has concluded agreements to supply cereals
to the developing countries to a total amount of 396 500 metric tons; in
addition, it decided to make grants of 41 000 tons of skimmed milk powder,

39 000 tons of butteroil and 6 094 tons of sugar.
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Furthermore, the Commission submitted a memorandum to the Council concerning
the general guidelines for Community food aid policy during the coming three

years.

Intra—~Community discussions are still in progress on this point. It has already
been agreed, however, that the Community should continue to provide food aid

and that the latter should cover a wider range of the products which recipient
countries need and which are avsilable in the Community. The Community's reactions
to the proposals made on this subject during the iiorld Food Conference in

Hovember 1974 were based on these considerations.

sat ML A AT et S e M R M, 2 el AR e

Community

Imports

The establishment of a common agricultural market has stimulated imports. Between
1963 and 1973, for example, the annual rate of increase was T.4%; in 1973, the
overall value of imports of agricultural and food products amounted to

19.074 million uw.a., i.e.,an increase of about 36.3/5 on the previous year. Ior
imports of regulated products, the increase was even greater (42.8%), whilst for
non-regulated products the increase was only 30.4%. However, the substantial

rise in 1973 was largely due to the increase in world market prices.

Uith regard to sources it may be noted that the annual rate of increase for all
agricultural products during the period 1963-1973 was 8.2% for the industrialized
countries, 5.5% for the developing countries and 9.9% for the state~trading
countries. The rates for regulated agricultural products were 9.3% for the
industrialized countries, 5.3% for the developing countries and 107 for the state-

trading countries.

It mey therefore be concluded that the industrialized countries and state~trading
countries obtained the greatest adventage from the rise in value of the Community's

agricultural imports.

During the period 1963-1973 and especially in 1972/73 yearly rates of increase

were more advantageous for the developing countries than the industrialized countries.
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As in the past, the United States recorded the largest increases.

The overall value of imports of regulated agricultural products by the enlarged

Community in 1973 amounted to 26 004 million u.a.

4As regsrds imports by the original Community from the three new Member States,
an upward trend has been in evidence since 1968 whilst a spectacular increase

of 62% occurred in 1973 (the first year following accession) as compared with

1972.

Lxports

Exports of agriculiural and food products to non-member countries have grown
steadily during the past few years. The annual rate of growth of exports of
agricultural and food products to non-member countries was 10.5% in the period
1963-1973, the increase was very considerable, the total value reaching

6 703 million u.a. against 4 668 million u.a. for 1972, i.e.,an increase of 43.6%.
The figure for regulated agricultural products was 53%. However, an important
factor in this increase was the rise in world market prices; it mainly reflected
the upward trend of exports of food products, which rose from 3 0063 million u.a.
in 1972 to 4 511 million uw.a. in 1973, an increase of 474 1In particular, exports
of cereals rose by 557%, beverages and tobacco by 32ﬁ, natural textile fibres by

634, fats and oils by 297 and wood and cork by 1007%.

The prinecipal buyers of Community agricultural products are the industrialized
countries; in fact about 607 of Community exports go to these countries.
severtheless, the retes of increase of exports to the developing countries and
the state-trading countries have also been high, particularly in the years
1072 and 1973, when thev were 0% and 50.1% regnectivelvs for the

indnatrialized conntrieg, the anmal rate of A5% ig increasing.

The overall velue of exports of agricultural and food nroducts

by the Community of Nine amounted to T 772 million ue.a. in 1973.

Bxports by the original Community to the three new Member States developed very
satisfactorily Irom 1968 onwards, whilst a spectacular increase occured in

1973 (70.7%) compared with the previous year.
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B,  ACRTCULTURAT, MARKETS

(?3 Analysis by sector
4 bt R S WA W @b

A

1. queals1

1. Tntroduction

(a) The sconomic sitpation:

Since the summer of 1972 the cereals nolicy of the Commmity has been
inereasinely dominated by problems arising from world shortaces of cerenls.
mrine most of the 1973/74 marketine year the Community has experienced
npices which were below those on world markets and this situation is likely
to contimme at least for the 1974/75 marketing year. The result of this is
that day—to-day management has concentrated princinally on vreventing vrices
from rising, in contrast with the previous sitnation in which the problem

was to support vrices whilst disposing of surpluses.

—~

b) Cereals in Commmity asrienltnre:

Tn 1972 cerenlg neccoimted for 10,67 T value of the final outmut of
aepienltire,  Howaver, in terms of rprea cereals are much more immortant,
heine 28,587 of the ntilized agrienltural area (1TAA) in 1973. The area of
cerenls was 26,7 million ha in 1973 and it has changed very little since
1950 whereas the total TAL has decreased sienificantly, recordinge to the
1970 farm structure inauiry cereals (inclnding rice) were growm on 727 of
the holdines in the oririnal Commmity; this percentage scems to he lower

in the T 2nd hicher in Denmerk,

(c) The Community in world cereals nrodnetion:

nrld ~roduction of cerenls (evclwdihr rice) in 1973 amounted 1o 1 050 million
metrie tons (sceording to FAO statistics) of which the Community accounted
for 10.1%. The area devoted to cereals in the Commmity, however, only
ranrosented 4,65 of the world total.

2. Production

Comminitsr nroduction of cereals increased by ?.4% in 1973 to a total of

106 million metric tons,. This total has chaneced 1little in 1974 according

to the mrovisional estimates. Commarison of the 1974 nrodnction with "1968"
jndicntes ~n averace increase of 2.57 ner wvear, this being due entively to
inerensing vields, sinece the area has tended to decrease slirhtly. Tn 1974,
hy contrast, vields have tended to be marginally lower than in the nrevious

vaar mainly as & resnlt of poorer yields of maize.

T L e A A

'See Tobles TT. B/1.1 to IT. B/1.16 in the Amnex
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(2) Common wheat:

Production of common wheat is widespread throughout the Community though
it is particularly important in the Paris basin and central France, in
Bavaria, in northern Italy and eastern England. The total area has been
stable over the past 7 or 8 years though yields and hence production
increased markedly in 1971 and have remained at a high level since then.
The yield in 1974 is expected to show a small increase (0.7%) but it is
widely reported that the quality is much poorer than usual, particularly
in terms of protein content; this is due to climatic conditions and to
the switch to more profitable feed wheat varieties (eg. Maris Huntsman).
This switch is expected to continue in 1975 though there is at present
considerable uncertainty as to whether it will be possible to sow the
normal amount of winter wheat in the northern part of the Community this

year following persistent bad weather.
(v) Durum wheat:

Durum wheat production is concentrated in Italy and in parts of France;
Italy is the only country where it represents an important part of the
wheat area (42%). Production has increased considerably in 1974 following
the abnormally low level in 1973.

(c) ve 1 s

Rye production is concentrated principally in northern Germany with smaller
amounts in Bavaria, the Netherlands and Denmark. Production in 1974 is expec-

ted to decline, in line with the long term decline in area and production.

(d) Barley:

Barley production is widespread in the Community except in the southern
half of France and in Italy. Both area and yield have experienced less
variation than with other cereals thouzh there have been considerable
year-to-year variations, particularly in yield. Production in 1974 has
decreased slightly (by 1%) following small reductions in both area and
yield. It is possible that the poor sowing conditions for winter cereals
this autumn may result in some increase in the spring-sown barley area

in 1975 if sufficient seced is available.
(e) Catg:

The area of oats in the Community has been declining since 1967 though

production has only declined a little, due to increased yields. The provi-

. . . .
including mixed winter cereals.
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sional estimates for 1974 suggest a continuation of this trend.

(f) Maize:

Maize is mainly grown in Italy and France though the distribution has
shifted markedly to the north as earlier maturing varieties have been
introduced. Since 1968, the area has expanded by an average of 12% per
year in France and this was mainly in the north; at the same time yields
have steadily improved. In 1974, however, the area has only increased
very slightly and yields are likely to be poor even according to the early
estimates. As these estimates were made before harvesting had taken
place in the more northerly areas, it must be assumed that the wet weather

cince that time will have caused further deterioration.

3. Consumption

In 1972/73, the total volume of cereals available in the Community amounted to
113 700 metric tons, i.e., 3.1% more than in 1971/72. About 37% consisted of
wheat and 63% of coarse grain, of which 28% was accounted for by barley and

22} by maize. In 1972/73, total utilization of cereals was made up as follows:
human consumption, 25.4%; animal feed, 62.8%; industrial use, T.5%; and seed
and losses 4.3%. Obviously, these proportions vary substantially from cereal
to cereal, from one Member State to another and from year to year. For
information, a breakdown of the overall cereal consumption in the Community in
1972/73 is given below:
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Cereal consumption in 1972/73 (Breakdown by cereals)

(% figures)

Animal

Gross human | consump- | Industrial{ Seed and Total

consumption { tion use losses consumption
Wheat (Durum 60,7 33.8 0.3 5.2 100,0
and Common)
Rye and 35 3 57+5 ‘ 1.4 53 100,0
meslin
Barley 0.4 8.0 16.2 54 100.0
Oats and Tl J2e4 . 0 447 100,0
summer
mixtures
Maize 5.2 7949 2.8 1.1 100.0

|

(a) Human consumption

From 1971/72 to 1972/73, total net human consumption of cereals continued
at approximately the same level in the Community, rising from 21.4 to

21l.5 million metric tons, whilst per capita consumption declined by 0.%%,
from 84.4 kg in 1971/72 to 84.0 kg in 1972/73. In the original Community,
per capita consumption has declined since 1967 at an annual rate of 0.&h.
The average extraction rate in 1972/73 was T4.4%. A breakdown of net

human consumption and changes for each cereal is given below:

Net human consumption of cereals in 1972/73 (breakdown by cereal )

Net overall Net per capita consumption
e
human consumption . Change, 1971/72
(in 1000 metric tons) | <& PST capita % to 1972/73
Wheat (Durum N ‘
and Common) SRR LS et 38.6 w04 B
Rye and meslin b Celd 52 -1.8%
Barley ‘ e C.3 - 6.3 A
Oats and summer ) )
mixtures P el .8 + 2.6 %
aize e 5 -1.2%
Total i S 100.0 - 0.5 %

lSince the population of the Community grew by 0.7% from }971/7? to 1972/73, to
obtain the rate of increase of overall consumption in this period 0,7 should be

added to the figures in this column.
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As can be seen, the per capita consumption of cereals is declining. In

the original Community, the consumption of common wheat per capita was
trending strongly downwards from 1971/72 to 1972/73 (61.7 kg against 63.5 kg,
i.e., a decline of 2.8%), whilst at the same time consumption of durum wheat

was rising sharply (16.3 kg against 14.8 kg, i.e., a rise of 10.1%).

Animal consumption: running at 71.4 million metric tons in 1972/73, this

item was up by 5. % on 1971/72. It accounted for 63% of total cereal

consumption in 1972/73.

Animal consumption of cereals is steadily expanding (by 2.7% per annum since
"1567" in the original Community), notably in 1972/73 as a result of the

rise in prices of supplementary raw materials employed in the manufacture of

compound feadingsiuffs and of the wheat offered for intervention and denatured.

As regards the growth of the item "feedingstuffs", which varies according to
the cereal used, fluctuations occur from year ito year; the rate is, however,

obviously steadier in the case of barley and maize.

Industrial use: At 8.5 million metric tons in 1972/73, this item has scarcely

changed from the previous year. Industrial use accounts for 7.5% of total

cereal consumpiion in the Community.

The cereals most widely used in indusiry are barley (brewing) and maize
(starch manufacture and brewing). "Industrial use" has a higher average
rate of increase than any other item in total Community consumption (5%

per annum since "™ 967" in the original Community) e

Self-sufficiency: In 1972/73, the Community's degree of self-sufficiency

declined to 89.3%, corresponding to a shortfall of 11.5 million metric tons;
this rate was slightly lower than that recorded in 1971/72 (90.7%, with a

shortfall of 10.3 million metric tons).

In 1972/73, the gap between production and domestic demand for cereals in
the Community was covered by drawing 0.8 million metric tons from stocks and
by net imports of 10.7 million metric tons. A cereal-by-cercal breakdown of

these aggregates in 1972/73 is given in the following table:
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Summary of the cereal situation in 1972/73

(in million tons)

(Whea:l: Rye Oats and

com:on and Barley | summer Maize | Other| Total

d:gum) meslin mixtures
Change in stockst| + 1.2 | + 0.4 |~ 0.2 | + 0.1 -0.6] 0 |+o0.8
g;;a;ggmal 0 | -0.4 |=1.8]+0.3 + 12,1]+ 0.4 |+ 10.7
f:’::szigdggﬁﬁi + 142 0 |=-2.0]+0. + 11.5|+ 0.4 |+ 11.5
§;§f-sufﬁ°imy 97.1 99.8 | 106.5| 95.9 54.ol 39.6| 89.8
1+ = drawings on stocks; - = additions to stocks.

2

4.

Trade:

(a) Between Member States:

+ = net imports;

- = net exports.

Trade in cereals between the Member States of the original Community

has been increasing at a rate of 17-18% per year since the inception

of the Common Agricultural Policy and this rate has not altered notice-

ably since the end of the transitional period in 1967. The most important

exporter to other Member States is France, the main products involved

being common wheat, barley and maize; there are also relatively large

quantities of imported maize and wheat re-exported to other Member

States after initial import into the Netherlands and Belgium. In 1972/73
the principal recipients of this intra~trade were Germany and Benelux in
respect of common wheat, barley and maize and the United Kingdom in

respect of common wheat and maize. In 1973/74 it is probable that the
UK will also have imported substantial quantities of barley from other

Member States but this situation may again be reversed in 1974/75.
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(b) With third countries:
Imports from thif& countries into the original Community have declined slightly
since "1967/68" (1.7% per year) though it is likely that the opposite would be
true for the enlarged Community. There are, however, large year-to-year
variationsj for example, imports of maize into the original Community decreased
by 18% in 1971/72 and increased by 23% in 1972/73- The main imported cereals

are wheat and maize, though there are also significant imports of barley into

Italy. On the other hand, exports from the original Commnity have been
rising at an annual rate of 5 to 6% since "1963/64"; these exports have

consisted mainly of wheat and barley from France.

In 1972/73 the trade in wheat was roughly in balance, the imports of durum

and high protein common wheats, mainly from the USA and Canada, equalling the
exports of common wheat and flour to a variety of destinations. 1973/74 is expected
to be similar in that the deficit of around 1 million metric tons of durum

wheat will be balanced by a similar surplus of common wheat. It is worth

noting that exports of flour have become an important part of the total, being

(in wheat—equivalent) 2.6 million metric tons in 1972/73 out of total exports

of 6.7 million metric tons for the original Community; this quantity is expected
to have risen still further to about 3 million metric tons out of a total of

around 5 million metric tons in 1973/74.

For barley the Community was in surplus in 1972/73 to the extent of 1.8 million
metric tons net though total exports were 4.2 million metric tons of which some
0.9 million metric tons were in the form of malt. In 1973/74 the surplus is
expected to be very much smaller (around 0.2 million metric tons) and exports
are expected to be down to about 1.7 million metric tons. Trade in barley
from the original Community had been expanding, but for the enlarged Community

o variced preduction in both imports and exvorts is expected for 1973/74.

The maize deficit for the enlarged Community amounted to 12.1 million metric

tons net in 1972/73, exports to third countries being very slight. The principal
supplier of maize to the Community remains the USA though Argentina also supplies
significant quantities, particularly to Italy. The deficit in 1973/74 is
expected to be about 12.5 million metric tons, imports being about 13,3

million metric tons; the level of imports thus remains at a mich highaer

level than in nrevious vears.
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(b)

Prices

Common prices
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The 1974/75 target prices for cereals have been raised by 6.5 for maize,

& for common wheat and rye, and by 5% for barley.

Principally as a

result of incorporating direct aid into the common price, the target price

of durum wheat has gone up by 36.%%.

Compared with 1967/68, the target

price has gone up by 27% for rye, 21% for barley and maize, and 1%, for

common wheat.

comes on top of these figures.

Market prices

The new general increase of %, decided in October 1974,

In 1973/74, the cereal market was strongly influenced by trends on world

markets, on which substantial price increases took place.

This brought

about a significant reduction in import levies and even the introduction

of export levies,

During the 1973/74 marketing year market prices have in general exceeded

intervention prices by a substantial margin.

as follows in 1973/74:

The average difference was

(% figures)

-
Durum Common .
Wheat Wheat Rye Barley Maize
Germany 1.6 Tl 3.2 -
France o Ted ; 748 21.9
j
l't}aly 1030—3 - i i - 58.5
Netherlands - 2ell P A 8.7 -
Belgium - - 4.2 -
United Kingdom ~ 83 - 90.6 -
Ireland - - - - -
Denmark - o~ Tad 13.8 -
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The fact that market prices exceeded intervention prices by a smaller margin
in Germany and the Benelux countries is due to the existence of the rule

concerning the limitation of the monetary compensatory amounts (see Te 2).

The very high percentage noted for the UK is due to the fact that trends on
world markets had the effect of raising cereal prices to an exceptional
extent, to at least the level of Community prices; at the same time, the
common prices applying to this Member State, under the terms of the Treaty

of Accession, were still much lower (2/3) than Community prices.
In the Community as a whole, the price of maize, influenced by the world
market, rose in 1973/74 for the first time to a more realistic level in

relation to its nutritive value as compared with other cereals.

World prices

In 1973/74, world prices of cereals, as of other raw materials, fluctuated
wildly. Apart from the general causes of this upward movement of prices
(speculation, inflation), special causes played a part - such as the increase
in demand from solvent countries, together with smaller than expected
harvests (for example, wheat in the United States) resulting in lower carry-—
over stocks, especially of wheat. Consequently, the 1973/74 marketing year
was marked by world disequilibrium in two major producfs; wheat and soya
(which in turm influenced the market in feed grains). As a result, in
1973/74 CIF prices rose in relation to the preceding year by 108 - 141%

for durum wheat, 51 - 85% for common wheat, 41 - 48% for maize and 3¢ -~ 44%

for barley.

Since March 1974 a downward trend was noted, which was immediately followed,
from June onwards, by a renewed upward trend. There were a number of possible
reasons for this rise which, as the 1974/75 marketing year proceeded, have

proved to be correct:

- inadequate harvests in a certain rmuber of importing countries;
- low levels of stocks in the produner gt e
~ reports of smaller harvests in certain producer countries (barley in the

USA and Canada, maize and soya in the USA).
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In July 1974, CIF prices still 47 - 49% higher than in July 1973 for
durum wheat, common wheat and rye, 19% higher for maize and 1% higher

for barley.

At the same time, import levies have declined appreciably (see Graph
II.B/l.lS). They were suspended altogether during certain periods;
furthermore, the Community has even been obliged to introduce export

levies.

Consumer prices

In 1973, the price of bread rose on average by about 9%, with estremes
of 17% in Italy and 4% in the Netherlands., As against this, from
1972/73 to 1973/74, the intervention price for common wheat rose by 1%.
A more exact comparison may be obtained from market prices, which varied

as shown in the table below:

Increases in bread prices and common wheat prices from 1967 to 1973:

comparative table (% figures)

Increase in bread prices Increase in.common
wheat prices
from 1967 from 1972 | from 1967/68 | from 1972/73
to 1973 to 1973 to 1973/75 to 1973/74
Germany 39.5 8.8 - 1.5 + 2.1
France 142.9 502 + 28.0 + 603
Ttaly® 34.8 to 9.6 to + 41,7 + 29,5
115.3 17.0
Netherlands 47.0 443 + 6.3 - 44
Belgium 43,6 9.5 + 8,8 + 0.9
United Kingdom 5547 749 : + 54.8
Ireland 59.2 0.8 : + 40,8
Denmark 79.6 19.4 H + 13.1

2The first figure is based on the Milan market and the second un the

Rome market,
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6. Short—term outlook

For the 1974/75 marketing year, Community cereal production (common and durum
wheat, barley and maize) is very slightly higher than in 1973/74.

In view of the trend of censumption, it was éxpected‘that Community gross
exports of cereals would amount % about 8 million metric tons in 1974/75,
including 7 million tons of wheat, and that the gross import requirement

for cereals would amount to about 17 million metric tons including 8.8 million
metric tons of maize ~ i.e., net imports of 12 million metric tons of cereals.
According to the latest information, however, the 12 million metric tons of
maize cannot be imported. As a result, exports of common wheat may be lower
than forecast unless consumption declines as a result ~ inter alia - of lower

livestock production.

T Economic aspects of the measures taken

(a) Levies and refunds

(1) Import levies

The import levies had no effect on the quantities imported during
the 1973/74 marketing year, since for common wheat, for example,

no levy was applied during the entire period; whilst for maize, no
levy was applied during 3 periods totalling about 7 months - during
which there was zero advance fixing. Import licences issued

correspond to Community forecasts.
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Comparison between forecasts and licences issued, 197;(1&

(figures in million metric tons)

Forecasts Licences
Durum wheat 1425 1.34
Common wheat 4.20 3.97
Barley 1.60 1.56
Maize 13.60 14.38
Sorghum 1.10 1.60

(2) Export levies

Fxport levies, a new measure designed to meet a new situation, were applied
during long periods during 1973/74 and during the most critical periods

on world markets; the level was so fixed as to give priority to the Community's
own supply. Prices on internal markets were undoubtedly very high, but

thanks to the levies — which functioned perfectly — world market levels

were never reached. The single exception concerned durum wheat, in which

the Community has a substantial shortfall; it was principally in Italy, in
which this product has a particular importance, that Community prices rose

to world levels despite a ban on exports to non-member countries. The pattern
of trade between the Community and its traditional clients was not disrupted,
however, thanks to another measure; i.e., the use of tendering procedures

for given quantities with export levy.

As a result of these two measures, export levies and tendering for the levy,
the Commission was able to maintain control over the market and safeguard

Community supplies during the most critical periods.

During less turbulent periods, and where less exposed types of cereals were
concerned (oats, rye), export levies were often replaced by a ban on advance-
fixing, as in the case of refunds; this had the effect of prohibiting commii~
ments to export large quantities in view of the threat to introduce a levy

if necessary.

(3) Refunds

With the object of maintaining certain patterns of trade or easing conditions
on the internal market, export refunds, fixed at a very low level, were

applied at certain periods and to certain products.
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(b) International agreements and food aid

Pursuant to the International Food Aid Convention, the Community undertook
to supply 1 287 000 metric tons of cereals in 1973/74. This total is made
up of 580 000 tons of Community aid and 707 000 tons of national aid. As
regards Community aid, on 31 July 1974 the position reached in executing
these commitments was as follows: of the Community's total commitments

of 1.8 million metric tons arising from the four programmes, 600 000 tons
were supplied before 1 August 1973, a further 600 000 tons in 1973/74, whilst
another 600 000 tons have still to be supplied. As regards national aid,

in July 1974 the situation was as follows: out of national commitments
amounting to 2.7 million metric tons arising from the four programmes, 1.3
million tons had been supplied by 1 August 1973 and 400 000 tons in 1973/74,

whilst a further 1 million tons is still to be supplied.

(¢) Quantities submitted for intervention and quantities denatured

In 1973/74, the gquantities of cereals submitted for intervention were as
follows: common wheat, about 1.3 million metric tons; rye, O.1 million tons;
varley, O.4 million tons. The total therefore amounted to 1.8 million

tons, of which Germany accounted for 1.2 million. Since the three new

Member States did not submit any cereals for intervention in 1973/74, these
results can be compared with those for previous years and it may be said that
the quantities submitted in 1973/74 were relatively high - though not alarmingly
30 = mainly as a result of the abolition of the compensatory allowance on

cougnon wheat.

Regarding the quantities denatured, it should be recalled that on 10 February
1574 the denaturing premium was reduced to zero. From 1 August 1973 to

10 February 1574, 4.4 million tons of common wheat, including 1.5 million tons
from the three new Member 3tates, were denatured. The amounts denatured in
the original Community were about the same during the same periods of 1972/73

(3.5 million tons) and 1973/74 (3.2 million tons).

(d) Stock situation

At the beginning of the 1973/74 marketing year, stocks amounted to 4.5 million
metric tong for common wheat, 1.6 million tons for barley, 2.6 million tons
for maize, 0.4 million tons for durum wheat and 0.5 million tons for rye;

i.e., an overall total of 9.6 million tons.
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By the end of the 1973/74 marketing year stocks may be expected to amount to
about 8.8 - 9.8 million metric tons, including 5 or 6 million tons of common
wheat (13-16%4 of production), 1.7 million tons of barley (5% of production),
2.5 million tons of maigze (15% of production), 0.3 million tons of durum
wheat (10% of production)and 0.2 million tons of rye (6% of production).

It may be said, therefore, that the cereal stock situation is normal.

Uniformity of prices

(1) Accession compensatory amounts

Mainly as regards the UK, the prices fixed for local cereals for 1973/74
depart substantially from Community prices; theoretically, therefore, quite

high accession compensatory amounts should have been applied.

Intervention prices: August 1973

(in w.a./metric ton)

Common wheat Barley
Duisbourg 105,80 96.66
Rouen 102,30 93.08
Rotterdam 105.12 95.97
London . 67.02 58.18
Enniscorthy 98.28 80.84
Kfberhaven 94.44 87 .26

In practice, as a result of the world market situation, accession compensatory

amounts have not been applied during the greater part of the marketing year.
In fact, market prices in the UK have in many cases been higher than those
prevailing on the markets of member countries of the original Community,
since British prices were influenced by world market prices to a greater

extent than expected.

(2) Monetary compensatory amounts

In member countries with weak currencies, in accordance with the principle
of the limitation of compensatory amountsl, these were not applied to basic
cereals in 1973/74 during very long periods since there was no levy on

imports from non-member cvouniries.

1Regula:l;ion Yo 974/71 of the Council, of 12 May 1971, OJ L 106,
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(1) Trade with non-member countries

In Member States with weak currencies, since the monetary compensatory
amounts were not applied, exports were not taxed and imports were not
subsidized. For those Member States with strong currencies, on the other
hand, compensatory amounts were fixed for all products, thus corresponding

to a subsidy on exports and a levy on imports,

(2) Trade between Member States

The non-application, in 1973/74 of the monetary compensatory amounts in
Member States wita weak currencies created certain distortions; for example,
the movement of abnormally large quantities of cereals from France (common
wheat and barley) to the Benelux countries and Germany. This even led, in

certain cases, to market intervention - unusual in Germany.

The gap in percentage terms between the market pricés of cereals in France
and the intervention prices was at that time less than the fluctuation
margin of the French franc. Since French cereal products were not taxed

on leaving France and only lightly taxed on arrival in Germany or the Benelux
countries, the prices of these cereals were below regional intervention

prices,

Similar distortions occurred in the trade in processed products, flour,
cereal groats and meal,
e

Financing costs

Expenditure by the EAGCGF Guarantee Section in the cereal sector amounted to
908.2 million u.a. in 1972, 1 029.5 million u.a. in 1973 and has been
estimated at 420 million u.a. for 1974; i.e., respectively 39.27 and 12.3%
of the Guarantee Section's total expenditure. In 1974, the total of

420 million u.a. will include 80 million u.a. in export refunds, 34.4 million

in intervention storage measures and 305.,6 million in price subsidies.
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2. Ricel
l. Introduction

In 1973, rice2 represented 0.3% by value of final agricultural production
and accounted for 0.2% of total UAA.

Rice is produced in only two Member States; Italy, which accounted for
93.7% of the 1973 harvest, and France. In 1973, 207 000 hectares were

under rice, an increase of 3.62% per annum since 1963.

The world rice harvest was estimated at 309.8 million metric tons of paddy
rice in 1973; according to information provided by the rice~producing
Member States, Community production in the same year amounted to

1.12 million m.t. of paddy rice, or 0.36% of total world productione.
According to the FAO, the total world area under rice cultivation in 1973
was 13%5.8 million hectares, of which the Community accounted for

0.208 million, or 0.15%. The difference between the percentages for
production and area is due to the fact that yields per hectare in the
Community (53.8 quintals/hectare of paddy rice) are more than double the
world average (22.8 quintals/hectare).

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

cultivation in 1973/74:

Italy France
&
Production ('000/metric tons) 835 56
Yield (quintals/hectare) 43,9 32.9
Area ('000 hectares) ’ 190 17

2. Production

In 1973, rice production in the Community amounted to 0.89 million m.t.,

an increase of 40.5% on 1972 (or of 5.2 per annum since 1963). This rise

is due partly to an increase of 3% in the area cultivated (207 000 hectares

in 1973 against 201 000 in 1972) and partly to the fact that yields have

risen by 36.8% (43.1 quintals/hectare in 1973 against 31.5 quintals/hectare

in 1972).

To resume, the area under rice cultivation in the Community has risen steadily
(by 3.62% per annum from 1963 to 1973) although divergences can be seen
between the two rice-producing member countries (1963 to 1973: France,

-5.53% per annum; Italy, +5.15% per annum).

Isee Tables II.B/2.1 to II.B/2.8 in the Annex.
2Tn this document, the word "rice' means husked rice unless otherwise stated.
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It is unlikely that this expansion in Italy can continue at the same pace.
As a result of the special conditions required for rice cultivation, any

future increase in area utilized can only be marginal.

Yields have varied sharply from one year to another as a result of weather
conditions, fertilizers employed and varieties sown. It may nevertheless be

noted that, since 1963, yields have increased by l.2% per annum.

5+ Consumption

In 1972/73, the enlarged Community's total rice resources amounted to

1 464 million metric tons, of which 0.946 million m.t. were utilized within
the Community, i.e., 9.3% more than in 1971/72. This latter amount was made
up as follows: human consumption, 85.6%; industrial use, 5.5%;

feedingstuffs and losses, 5.1%; seed, 3.8%.

(a) Human consumption

From 1971/72 to 1972/73, total gross human consumption of rice in the original
Community increased from 0.546 million to 0.614 million metric tons, whilst
the per capita consumption of prepared rice rose by 22.7% (2.7 kg in

1972/73 against 2.2 kg in 1971/72). However, it should be noted that per
capita consumption declined between 1965/66 and 1971/72 (by 3.4% we~ anven )},

(b) Animal consumption

Animal consumption, which is relatively small in the case of rice
(44 000 m.t. in 1972/73 against 41 000 in 1971/72) has been rising constantly
(by 6.6% per annum from 1968/69 to 1972/73).

(¢) Industrial use

In 1972/73, 51 000 m.t. of rice, including 47 000 m.t. of broken rice, were

used in industry (against 66 000 m.t., including 53 000 m.t. of broken rice,
in 1971/72). The volume of rice used in industry varies significantly from
one year to another, and is influenced especially by worldmarket prices

for broken rice which, for long periods - particularly in 1972/73 and
197%/74 ~ exceeded the Community threshold price.

(a) self-sufficiency
In 1972/7%, the self-sufficiency rate of the original Community was 84.6%,

whilst that for the enlarged Community was 67%. The 1972/73 rate was lower
than that for 1971/72, when it was 112% for the original Community and

90% for the enlarged Community.
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k. Trade

The original Community's total rice imports from non-member countries
amounted to O.443 million metric tons in 1972/73, i.e., 0.305 million m.t.
more than in 1971/72. Imports rose by 22.5% annually from 1967/68 to
1972/?3. For 1972/73, the enlarged Community's imports should amount to

about 0.6 million m.t.

In 1972/73, the original Community's total exports of rice to non-member
countries amounted to 0.2 million m.t. (about 0.205 million m.t. for the
enlarged Community). For the original Community, this represents a
decline of 0.261 million m.t. compared with 1971/72 and a decline of 7.5%
per annum since 1967/68.

For the original Community, therefore, the external balance for 1972/73

was in deficit by 0.105 million m.t., as against a net surplus of

0.323 million m.t. in 1971/72. 1In 1972/73, the external position fluctuated
widely in relation to previous years as a result of lower production, an
increase in the internal utilization of rice and the low levels of stocks

at the end of the 1971/72 marketing year. The following table gifes the

original Community's external balance from the year 1969/70 onwards:

1969/70: +0.327 m.t.
1970/71: +0.3%23 m.te
1971/72: +0.323 m.t.
1972/73: =0.105 m.t.

According to the FAO, the Community's share of world trade in 1972 was

6.2% for exports and 1l.4% for imports. The Community's principal suppliers
of rice are the United States, Thailand and South America. The Community's
exports mainly go to Africa, the Mediterranean countries and Italy's
neighbours. Occasionally, substantial quantities are exported to countries

with rice shortfalls in Asia or Oceania.

Imports may be expected to decline slightly in the years to come, since
both production and consumption are relatively stable, whilst intra-Community

trade in rice is tending to grow.

In 1972/73, intra-Community trade amounted to 0.172 million metric toms for
the original Member States and 0.225 million tons approximately for the
enlarged Community. Since 1967/68, intra-Community trade has increased
steadily, the annual rate of increase up to 1972/73 being 27% for the

original Community.
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5 Prices

(a) Common prices

The target price for rice was raised by 6% on 1 September 1974 for the
1974/75 marketing year. It was raised by a further 5% on 7 October in
the context of the general adjustment of agricultural prices. In comparison

with 1967/68, the target price for rice has risen by 31%.

(b) Market prices

In 1973/74, the rice market was affected by rice shortages on world markets
and prices were particularly high. Nevertheless, Community internal prices
were maintained at a level substantially lower than those current on world
markets, and export levies were introduced to safeguard the Community's

rice supply.

In 1973/74, the market price of standard quality paddy rice was up by an
average of 11% on 1972/73 and by 47% on 1971/72.

(c) World prices

As a result of the world shortage of rice, which was due to bad harvests
in 1972, prices on world markets reached record levels. For round-grained
husked rice, the average price cif Rotterdam in 1971/72 was 103.5 u.a./ton;
it rose to 203.3 u.a./ton in 1972/73 and 357.2 u.a./ton in 1973/74, the
highest level, 443.6 u.a./ton, being reached in February 1974. At the
beginning of October 1974, Rotterdam cif prices were higher than Community

threshold prices by the following percentages:

Round-grained husked rice, 45%;
Long-grained husked rice, 21%;
Round-grained milled rice, 24%;
Long-grained milled rice, 5%;

Broken rice, 77%.

Import levies were reduced to zero from 9 February 1973 for husked rice and
from 23 March 1973 for rice in other stages of preparation. From May 1973
to mid-October 1973, the Commission issued export certificates only for food
aid consignments. Since mid-October 1973, export levies were applied, with
rates as high as 500 u.a./ton. To maintain quantitative control over
exports of Community rice surpluses, tenders for export levies were

introduced early in 1974.
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The only statistics available concerning consumer prices were supplied by

one producer country, Italy, and by one non-producer country, Germany:

Member State 1968 1969 1970 1971 1972 1973 |
Ttaly Lit/kg 1

Rome 276 278 283 284 294 468

Milen 251 260 264 278 288 362:L
Germany DM/kg 1.90 1.98 2.11 2.37 2.50 2.64

lJanuary to October 1973

Source: Commission of the Buropean Communities, DG VI

In 1973, prices in Italy rose by 59% in Rome and 26% in Milan (a crop area)

in relation to 1972 levels.

rose by only 5.6% in 1973 compared with the previous year.

6. Outlook

(a) Short-term

In Germany, on the contrary, consumer prices

The Community harvest for the 1973/74 marketing year has been estimated at

897 000 metric tons of rice ~ a record figure - whilst a figure of about

865000 m.t. is forecast for the 1974/75 harvest, since yields are expected

to be lower and the area under cultivation will be about the same.

Despite the rise in consumption (in Italy, a further 50 000 m.t. of

milled rice were consumed as a substitute for pasta in 1973/74) and the

expansion of intra-Community trade, there will be an exportable surplus

of over 200 000 m.t. in 1974/75.

Tendering for export with export levy

should not result in any shortage of rice in the Community, nor raise

prices unduly in the producer areas.
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(b) Medium-term

The area under rice cultivation can only be marginally increased. In the
Community, yields - which are already very high - could still improve
slightly. This being the case, Community rice harvests could regularly
exceed 1 million metric tons of paddy rice. Since deliveries of rice

from the producer countries to the consumer countries within the Community
are constantly increasing and rice consumption seems similarly to be rising,
it is to be expected that except when outstandingly large harvests are

obtained, exports to non-member countries will tend to decline.

7. LEconomic aspects of measures taken

(a) Levies and refunds

l. Import levies

Since March 1973, import levies have been fixed at zero, with the result
that they have no further influence on the quantity of rice imported. It
should be noted, however, that - according to import licences issued - in
the absence of any levy, including the protection of industry component,

more milled rice and less husked rice has been imported.

2« Export refunds

Since prices were higher on world markets than on Community markets, export

refunds were abolished wi ™ effect from 2 February 1973.

3« Export levies

Since the end of October 1973, export levies were applied to rice at all
stages of preparation to discourage the export of excessive quantities, or

consignments at prices lower than those current on world markets.

The tendering for export with levy, introduced early in 1974, has made
possible the gradual export of Community rice surpluses, since by this

system control can be exercised over the quantities exported.

(b) Food aid
In 1973/74, 17 300 metric tons of rice were delivered under the terms of

the International Food Aid Convention.
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(¢) Quantities submitted Tor intervention

In 1972/73, 3 088 m.t. of paddy rice were submitted for intervention and
subsequently resold on the market during the same marketing yeare. In

1973/74, no intervention took place in respect of rice.

(d) Stocks

At the beginning of the 1973/74 marketing year, rice stocks amounted to
273 000 m.t. for the original Community. Stocks now amount to 73 000 m.t.,
a level 32% higher than at the beginning of 1972/73. This situation may

be considered as normal.

(e) Price fluidity

1. Accession compensatory amounts

The accession compensatbry amounts for rice, fixed at the same level for
all three new Member States, reflected - at their first fixing - the gap
between world and Community prices. In theory, these amounts would be
very high; however, in practice they are limited to the amount of the

import levy, which has in fact been zero since March 1973.

2. Monetary compensatory amounts

Up to the present no monetary compensatory amount has been fixed for rice.

8. Financing costs

Expenditure by the Guarantee Section of EAGGF in respect of the rice sector
amounted to 50.4 million ue.a. in 1972, 1l.4 million u.a. in 1973 and is
estimated at 2 million u.a. for 1974; these figures represént respectively
2.2%, 0.3% and 0.06% of the Guarantee Section's total expenditure. In 1974,
the total expenditure of 2 million u.a. was made up of 1.4 million u.a.

in export refunds and 0.6 million u.a. in price subsidies.
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3. Sugar'

1. Introduction

The 1973/74 marketing year was the sixth year of application of the
production quota system since the beginning of the common market organization
in the sugar sector involving common prices., The extension of the market
organization to include the three new Member States went fairly smoothly.

The system of quotas made it possible to combine the expansion of beet-
growing in the most suitable regions with support for regions less suited

to this crop. In this way marketing losses in respect of sugar surpluses

in recent years were bhorne exclusively by the sugar-beet growers and cane

sugar planters as well as by the sugar industry itself.

In the 1973/74 marketing year two aspects of the market organization in

the sugar sector were of partioular importance. PFirstly, a policy had

to be worked out with regard to the quota regulation, the T-year transitional
period vwhich ends on 30 June 1975, and with regard to the agreement to be
concluded by the end of 1974 or the beginning of 1975 on sugar trade prefe-
rences with the ACP oountriesz. An initial memorandum on the future sugar
policy of the Community was presented to the Council as early as the middle
of 1973 because of its connection with the International Sugar Agreement
expiring at the end of 1973. The second aspect was the change in the terms

1See Tables II1.B/3.1 to II1.B/3.10 in the Annex.

2Associa.ted Countries of Africa, the Caribbean and the Pacific.
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of foreign trade which occurred in 1973/74 and which obliged the
Community to adjust to a situation of rapidly increasing scarcity on

the world sugar market,

The reorganization of sugar-beet farming into larger units of cultivation
and of the sugar industry into larger production units continued to make
progress. In some Member States there has been a noticeable diversification
of the production and marketing programme in recent years, so as to cover

additional industrial goods as well as other foodstuffs.

The proportion of the utilized agricultural area of the Community1 urder
sugar beet is at 1.7% (1973) relatively small, as also is the proportion
of sugar beet in final agricultural production (about 2.0%).

2. Production

Between 1968 and 1971 the area under sugar beet in the countries of the
original Community remained practically constant. This was also the case
with the three countries which later joined the Community. For the enlarged
Community there was an increase in yield of about 7% for both 1972 and 1973.
For 1974 the crop area is put at 1 565 000 ha, about the same as in the

previous year, The major crop change is that of Italy, where the sugar-beet

1Original Community.
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area has been decreasing since 1968, This trend was covered, however,

by an increase in other Member States, particularly France and Germany.

It can be assumed that the climatic conditions prevailing in Italy and the
keener competition between sugar beet and cereals owing to soil conditions

contributed to the decline in the area under cultivation,

The yield for 1973 was an average of 5.82 metric tons of sugar per hectare
for the whole Community -~ no change on the previous year, However, a
comparison of the average yield per hectare of the nine Member States

for 1973/74 with the corresponding average for the years 1968/69 to 1970/71
shows an annual increase of 1.8%L In principle, this development is ex-
pected for the coming years. The calculations for 1974 point, however,

owing to weather conditions to an appreciably lower yield,

The sugar production of the Community was 9.5 million metric tons in the
1973/74 marketing year and will probably be only 8.6 to 8.8 million metric
tons in 1974/75.

In Italy and in the French overseas departments the production, as in
previous years, was less than the basic quota. In the same yeary the
amount subject to levy produced between the basic and maximum quota was
more than 1.3 million metric tons, and 660 000 metric tons of sugar were

produced over and above the maximum quota.
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The sugar supply position in the original Community was one of steadily
increasing structural surpluses: +the degree of self-sufficiency varied

between 110% and 125%. The enlargement of the Community changed this

situation into one of net import.requirements, with a degree of self-sufficiency
of between 92% and 94% for the marketing years 1972/73 and 1973/74. Since the
Community had committed itself to import sugar from the British Commonwealth
countries, it turned out in faot that there was an appreciably higher degree

of self-gufficiency for both years.

3. Consumption

In the original Community, human consumption of sugar increased on average
by 2% per annum in recent years. The Member States who already had a high
per capita consumption showed a smaller increase than Italy where the

general level of consumption is appreciably lower,

Certain increases in consumption, mostly of short duration, were attributed
in the past as a rule to heavier stocking up by the trade or, indeed,

the ultimate buyer. This occurred, for instance, prior to an announced or

expected increase in prices which, when it occurred, was almost invariably

folowed by a corresponding drop in buying.

The 1973/74 marketing year showed an erratic increase in consumption. This
started first of all in autumn of 1973 as a result of the oil orisis and
continued later when it was seen that as a result of the inadequacy of
supplies from the Commonwealth countries the Community would be in short
supply.



- 36 -

The development mentioned in the "prices" sector was partly responsible
for renewed precautionary buying., Thus, statistics show human consumption
of sugar in 1973/74 at about 10,18 million metric tons., This increase

in consumption of 7.9% on the previous Yyear is exceptional and can be
attributed only to the above-mentioned special circumstances. Will there
be a decline in consumption in the marketing year 1974/75? Human conwe
sumption of sugar is provisionally put at about 9.8 to 10.3 million
metric tons for this year.

In view of the very low production forecast for 1974/75 (8.6 to 8.8 million
metric tons) and the dwindling of Community stocks in 1973/74, and in the
expectancy that the quantities of sugar still to be delivered from the

ACP countries will not completely cover the Community import requirements,
the Council decided in October 1974 to grant import subsidies for sugar.
This Decision assumes that an amount of sugar equivalent to the subsidized
imports can be exported during the 1975/76 marketing year.

In addition to human consumption, certain amounts of sugar were made
available in the past under the system of denaturing premiums., In 1973/74
premiums were granted only in respeot of 8 000 metric tons of bee~food.

The consumption of sugar in the chemical industry has gradually increased
in recent years and is put at 90 000 metric tons for 1973/74. In accordance
with the provisions applying (level of world market prices) export refunds
were in fact granted (in 1973/74) only for the production of goods which
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could alternatively be made from cereals or potato-starch. Bv virtue
of the Decision of the Council, however, the obligation to grant
production refunds for these products has been abolished, and no refunds

have been granted since October 1974,

4., Trade

The inorease in intra~Community trade recorded in recent years for sugar
as well as for sugar-containing manufactures can also be confirmed for
1973/74. The three new Member States play a considerable role in this

trade.

Given the moderate harvest yields of 1973/74, the total exports from the
Community to non-member countries in that year showed a sharp decline which
is attributable to the exceptional increase in consumption in the previous
year. About 250 000 metric tons of sugar were exported in the form of
manufactured goods., The sugar produced by beet growers over and above the
maximum quota amounted to 665 000 metric tons in 1973/74 and was sold

on the world market at fheir own risk,

1973/74 was a transitional farm year for sugar. At the beginning of the
year, exports under Community export tendering procedures allowed only

for limited quantities corresponding to the supply and demand expectations
at that time. At the end of November 1973, levies were imposed on the
export of unprocessed sugar, the level of which has since been regularly
adapted to the market situation. This level has in the meantime risen to
a multiple of the sugar-price level within the Community. Since the intro-
duction of the levies on exports no economically significant exports have

taken place with the exception of the sugar produced in 1973 over and above
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the maximum quota which was exempt from the levy. In the summer of
1974 it was decided that of future harvests, sugar produced over and
above the maximum quota will be subject to 80% of the export levies,

which should basically safeguard Community requirements.

5« Prices

(a) Community prices

In 1973/74 there was a uniform 1% rise in sugar beet prices and sugar
prices, In 1974/75 the price increases took place in two steps. The
two steps together constitute a rise of 10.8% over 197}/74 for sugar
beet prices and 12.4% for intervention prices for sugar. In addition,
Italy was authorized to increase the nationally financed subsidy for
sugar-beet growing from 1,80 u.a. per ton to 4,0 u.a. per ton. The
existing Italian national subsidies of 1.46 u.a. per 100 kg of sugar

produced were maintained at that level.

The prices for Italy and for the French overseas departments were
derived in accordance with the same criteria as in previous years, i.e.,
with reference to transport costs between surplus and deficit regions.
In accordance with the provisions of the Accession Treaty, the prices

were rounded upwards for the United Kingdom and Ireland.,

(v) Market prices within the Community

In the marketing years up to 1972/73 the Community market price for
sugar in the regions having the largest surpluses, such as France and
Belgium, was in general at the level of the intervention prices. 1In
the deficit regions of the Community the price managed from time to

time to rise above the intervention price by a few per cent. Sugar-beet
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growers in some regions were able to obtain a little more than the
minimum sugar-beet prices in accordance with the sugar market
situation and in some cases by means of special agreements with sugar

manufacturers,

Whereas in the 1972/73 marketing year there was a production levy
of 3.38 u.a. per 100 kg, for sugar produced between basic quota and
maximum quota, this figure is expected to drop by approximately one
unit of account for 1973/74.

In line with the short-fall already mentioned in the "consumption®
section, special market prices for the supply of sugar from the other
Member States began to develop towards the end of the 1973/74 marketing
year in the principal deficit regions of the Community, i.e., the
United Kingdom and Italy, These prices reach and in some cases exceed
the threshold price level. Correspondingly, in some surplus regions
market prices moved away from the intervention price level and increased
to around the level of the guide price, The sugar-beet growers in the
Community could have benefited in varying degrees according to region
from this increased market price dependent on their bargaining position
with sugar manufacturers.

In view of the prevailing imbalance between the availability and consumption
of sugar in many regions of the Community comparatively high market prices
for sugar are expected to continue in the 1974/75 marketing year. Since

the sugar industry in several Community countries is ebliged for national
reasons not to exceed a certain price level in the sale of sugar for home
consumptions a differentiafed market prioce level has been fixed for the

sale of sugar to other Member States. Accordingly a higher future price
level prevails particularly for the United Kingdom and Italy. The decision
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by the Council to grant subsidies for certain sugar imports from the

world market counteracts the high prices,

6. World market developments

Following an 8-year period of higher world surpluses and very low world

prices, from 1972/73 onwards a period of hardening prices and scarcer world
market supplies began to develop. This development continued in 1973/74

and has led to the present extremely high prices. During the four marketing
years from 197q/71 to 1973/74 world sugar consumption exceeded sugar production
in varying degrees., Excess consumption is also forecast for 1974/75. Fore~
casts on consumption, however, suffer from a high uncertainty factor in view

of the possible effects of the exceptionally high sugar prices, which will
prevail henceforth in many countries of the world, The very high stocks

in hand have dropped to a very low position of less than 20% of consumption.

The efforts made to arrive at a new international sugar agreement failed in
October 1973 due to inability to reconcile the interests of the importing
and exporting countries., The agreement was maintained only as an administrative

agreement for mainly statistical purposes.

Taking account of forecasted development of production and consumption, of
the depleted stocks and of the extremely tight world supply situation, it
can be expected that a relatively high world market price level will prevail

again in 1975/76 and possibly for even longer.
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4., Olive oil1

1. Introduction

99% of the Community's olive oil production arises in Italy, where this
product on average accounts for 4.1% of the overall value of the country's

agricultural productionj the remainder is produced in France.,

At the present time this production covers only about 70% of the Community's
olive oil requirements; total olive plantations in the Community, according
to certain estimates, contain about 190 million trees, of which 185 million

are in Italy and 5 million in France.

Since the establishment of the common organization of the olive oil market,
there does not appear to have been any significant change in the scale of
structure of olive cultivation in the original Community; the area
cultivated has been practically stable at around 2.3 million hectares
(approximately 2.28 million in Italy and 44 000 in France), representing
2.3% of the Community's total UAA. Olive trees are cultivated on more
than 1 million farms. Community olive oil production on average represents

about 30% of world production.

According to the International Olive 0il Council, the total world area
devoted to olive cultivation amounts to about 10 million hectares; the
area utilized in the Community, therefore, represents 23% of the world

totale.

Trends in the olive oil market in the original Community from 1966 to 1972

The difficulties involved in establishing figures for the olive oil
market for the years 1966/67 and in analysing market trends were set
out by the Commission in a report transmitted to the Council on 26 September

19722,

In establishing figures for the olive oil trade in the Community for
subsequent marketing years, difficulties similar to those experienced for

the years mentioned above were encountered.

TSee tables IT.B/4.1 to II.B/4.10 in the Anex.

%Doc. R/2022/72 AGRT 598 FIN 542.
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2. Production

Applications for subsidies relating to the 1972/73 marketing year concerned
about 445 000 metric tons in Italy and about 880 metric tons in France.

These quantities are about 39% lower than those for which subsidies were

requested in the 1971/72 marketing year; i.ee, about 722 000 metric tons.

Up to 12 September 1974, payments made in Italy in respect of subsidies
for the 1972/73 marketing year concerned 93 000 tons only; 1i.e., about
20% of the total quantity for which subsidies had been requested. This
delay in payment may partly be due to the new system of supervision
established in Italy in the year in question, which calls for more precise
fixing of target yields for the various olive-producing zones, an
indispensable parameter in determining the quantities of oil eligible

for subsidies.

In view of these measures, it may be expected that the quantity of oil
accepted by the authorities as eligible for subsidies will amount to

about 400 000 metric tons.

In France, in view of the small scale of production and the relatively
small mumber of growers involved, the supervision and granting of aid

do not seem to raise serious difficulties.

As regards production in the 1973/74 marketing year, the situation in
relation to applications for subsidies in Italy is not yet known
however, according to certain information obtained from the competent
national authorities, applications for the marketing year under review

relate to about 594 000 metric tons.

In France for the same period, applications relate to about 2 900 tonnes.

3. Consumption

As for previous marketing years, it is difficult to determine the trend

of olive o0il consumption during the 1972/73 marketing year with any certainty.
Whilst the trend of the ratio between olive oil and seed oil prices went
strongly against the former - especially during the first part of the
marketing year - the quantities of olive oil available were not very much

lower than in preceding years.
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As a result of the relatively meagre production, the net volume of imports
was the highest recorded in the Community. Finally, the market situation
at the end of the year - as well as the trend during the 1973/74 year -
suggest that carry-over stocks are likely to be barely adequate.

In these circumstances, it can hardly be supposed that there has been any

appreciable decline in consumption in the Community.

During the 1973/74 marketing year, the ratio between olive o0il and seed
oil prices recovered in favour of olive oil. It would still have been
reasonable to expect some deciine in consumption, especially in view of
the high prices current for this oil; however, other factors prevented

this, in particular:

(1) the difficulties experienced in Italy during 1974 in relations
to colza o0iljs
(ii) supply problems concerning seed oils;
(ii) the tendency for housewives to build up larger than normal

stocks.

The quantities of o0il available during this marketing year seem to have
been higher than in the previous year. According to available information,
the production was good whilst on the basis of import certificates issued
up to 30 September 1974, net imports amounted to 167 000 metric tons.

In these circumstances, it seems clear that the apparent level of consumption
has been maintained; furthermore, it seems likely that carry-over stocks
for the 1974/75 year will be higher than normal, since some reluctance even

on the part of producers to sell their products has been noted,

4 . Trade

The Community, which is a deficit market for olive oil, is the world's
largest net importer. The level of anmial imports depends to some
extent on the level of Community production. Nevertheless, in general,
since the establishment of the common organization of the market in this
sector, imports have risen considerably, from 84 000 metric tons in the
1967/68 marketing year to 242 000 tons in the 1972/73 year (original

Commnity).
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These figures are the highest recorded since the establishment of a unified

market in this sector.

The producer—exporter country which was the largest supplier to the original
Community was Spain, with about 80 000 metric tons, followed by Tunisia

(44 000 tons), Turkey (36 000 tons), Morocco (27 000 tons) and Greece

(22 000 tons).

Intra~Community trade during the year under review amounted to 8 000 tonsj
this amount, although 50% less than that recorded in the previous year, is
virtually the same as for the 1970/71 yeare The sharp rise in intra-
Community trade occurring in the 1971/72 year (16 000 tons) was exclusively
due to the re-export of lamp oil from France to Italy. The average figure
for intra~Community trade in the period 1966/67 to 1970/71 was about 5 000

metric tons.

Exports to non-member countries amounted to about 15 000 tons, including

14 000 tons from Italy and 1 000 from France. These quantities, although

not far from the average, are about 30% lower than the quantities exported
during the previous marketing year, 1971/72. This difference can be accounted
for by the fact that during this latter year a considerable quantity of oil

was exported as a result of exceptionally high production.
Trade figures for the 1973/74 marketing year are not yet available.

However, in the period 1 November 1973 to 30 September 1974, import and expori
certificates were issued for 167 000 and 6 800 metric tons (approximate

figures) of olive oil respectively.

Of the quantity imported, about 57 000 metric tons were consigned from Tunisia,
52 000 tons from Spain, 21 000 tons from Morocco, 15 000 tons from Greece and

g 000 tons from Turkey.
5 Prices

(a) Common prices

The common prices for olive oil (target production and market prices, threshold
and intervention prices) for the 1974/75 marketing year have been maintained at

the same level as for the previous year.

In relation to the common prices in force for the 1966/67 marketing year — the

first year of operation of the common organization of the market in this sector -~
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the target production and market prices have both been increased by about 20%.

(b) Market prices

On the Bari market (a main production centre) prices, which until the 1971/72
marketing year were relatively stable in relation to preceding years, began

{0 rise in 1972/73 and have continued this trend until the present time.

The average quotation for standard quality oil (semi-fine 3°) which during
the period 1967/68 to 1971/72 was around 80 uw.a./100 kg, with a peak of

82 w.a./100 kg in the 1971/72 marketing year, rose to 121 ua,/100kg in 1972/73.

This uptrend has continued steadily, with the result that the average quotation
for this type of oil in the 1973/74 marketing year was around 162 u.a./100 kg,
with a peak of about 184 u.a./100 kg in 1972/73.

The causes of this substantial increase in Community domestic price levels,
which has affected all categories of o0il, are mainly the following:
(1) the serious world shortage of oil occurring in 1974;
(ii) the tendency to hold back oil supplies at all levels, in addition to
increased demand from consumers in Italy; these latter, faced by a
steady rise in all food prices, seem to have purchased larger quantities

than usual.

The consequences of this shortage were aggravated by the export policy followed
by the principal supplier countries to the Community. Export measures taken
by these countries from the 1972/73 year onwards have had the effect of
curbing supply and — consequently — increasing prices of oils offered for sale
on world markets. Since the Community is a deficit market for this product,
this increase inevitably resulted in price rises on its domestic markets, as

indicated above.
6. Outlook

Forecasts for the 1974/75 marketing year suggest that production in Italy will
be about average, but that the quality of the products should be better than

in 1973/74.
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On workd markets, it appears that production will be lower, especially in
countries such as Spain and Tunisia which are the principal exporters of
olive oil to the Community. Consequently, for the year in question, the
possibility that supply difficulties will occur on world markets cannot be
excluded, especially if the principal exporting country pursues its existing

export policy.

In view of the foregoing considerations, it may be expected that the present

high prices will be maintained throughout the next marketing year.
Under these circumstances, despite the fact that some similar problems may be
expected in relation to the supply of seed oil, it is questionable whether the

present level of consumption of olive oil in the Community can be maintained.

7. Economic aspects of the measures taken

(a) Import levies

In view of the high prices on world markets, the import levy on olive oil was

reduced to zero in March 1973.

(v) Export levies
Since November 1972, an export levy has been applied in the olive oil sector.
This levy covers the difference between the world market price and the target

market pric in the Community.

As a result of the Community's deficit position in olive oil and the fact that
it is practically the sole buyer on world markets for the oils to which the

export levies apply, the measure has little significant economic effect.

(¢c) Refunds

With the aim of maintaining the traditional export pattern for branded oils in

small containers, an export refund is still granted.

In this respect, it should be noted that the simultaneous application of an

export levy and an export refund is justified by the following considerations:
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(i) +two markets exist, one for the raw material and the other for finished
products, the two being quite independent. The first market is of
particular concern to the Community, which is practically the sole buyer
of lamp oil (raw material); the second market concerns the centres of

consumption across the Atlantic, especially in the United States;

(ii) the conéequences of the export policy followed by the Community's
principal competitor in the centres of consumption. For some time now,
this country has maintained restrictive export measures affecting the
raw material in a discriminatory way, and encouraging exports of finished

products.

(d) Compensatory amounts

The discriminatory policy followed by the principal olive oil exporting
country has compelled the Community, with effect from February 1973, to apply
a compensatory amount to imports of refined olive oil, especially in small

containers, consigned from the country in question.

8. FMinancing costs

Since no intervention has taken place in recent marketing years, expenditure

in this sector solely concerns subsidies for olive oil and export refunds.

Since the Council has decided to maintain the subsidies for the year 1974/75 at
the level fixed for the preceding year, whilst expenditure on export refunds
is very minor, the costs chargeable to EAGGF will depend on the level of

production.

Expenditure by the Guarantee Section of EAGGF in the olive oil sector amounted
to 236.2 million uw.a. in 1972, 282.2 million u.a. in 1973 and has been

estimated at 213 million u.a. for 1974; i.e., respectively 10.1, 7.4 and 8.9%

of the total expenditure of the Guarantee Section. The total amount of

236.2 million includes 212.2 million u.a. in price subsidies and 0.8 million u.a.

in export refunds.
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5. 0il and protein seeds and cotton seedl

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

to soya beans.

5.a. Colza, rape and sunflower seeds

l. Introduction

In 1973, the share of oilseeds in the end value of agricultural production
was 0.3%; this crop accounted for 0.6% of the Community's UAA. In 1972,
world production of colza amounted to 7.1 million metric tons, whereas
Community production was 1.1 million tons, or about 15% of the world

total; as regards sunflower seed, in 1972 world production was 9.6 million
metric tons, whilst the Community production was 89 200 tons or 0.8% of

the world total.

In view of the scale of its oilseed production, the Community only covers
a very small part of its own needs in oils and oil cake. The degree of
self~sufficiency does not exceed 11% of oil requirements - with the

exception of olive o0il = and 4 to 5% of il cake requirements,
2. Production

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

to the 1972/73 marketing year. Colza production rose from 578 800 metric
tons in 1967/68 to 1 million toms in 1972/73, an increase of 76%; for
sunflower seed, production rose in the same period from 25 400 to

89 200 tons, an increase of 250%.

This remarkable expansion of Community production of oilseeds was mainly
due to the price levels fixed by the Council from the establishment of
the common organization of the market, to the relatively favou:able ratio
between the price of oilseeds and that of other agricultural products
competing with them in crop rotation and to the fact that colza and

sunflower form very good main crops for rotation systems.

lSee Tables II.B/5.1 to II.B/5.6 in the Annex.
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In 1973/74, for the first time colza production not only failed to
increase but actually declined to some extent, whilst sunflower seed

production rose once more.

Community colza production in 1973/74 was of the order of 0.9 million
metric tons and that of sunflower seed about 117 000 tons. This relative
decline in colza production in 1973/74 is due to the fact that in the
original Community colza cultivation has reached an equilibrium resulting
from the price ratio established until now, and also to the fact that
yields were less good than formerly; furthermore, the effect of the
common organization of the market in colza in the new Member States has
not yet been fully felt, although colza production practically doubled in
both Denmark and the United Kingdom in 1973/74. As regards sunflower
seed, production might have risen further if it were not in competition
with maize - which is more profitable - for the area available, and if

certain technological difficulties had not arisen.

The principal producer countries of the Commnity are, in order
of importance, France, Germany and Denmark, whose production together

represented 92% of the Community total in 1973/7hk.

3. Consumption

The demand for colza, rape and sunflower seed depends on the demand for

colza and sunflower oil and oil cake.

The demand for colza and sunflower seed oil and oil cake is determined by
overall demand for oil and oil cake and also by the ratios between the
prices of colza and sunflower oils and oil cake and of other alternative

types of oil and oil cake.

This being the case, it seems appropriate to draw up two sets of
consumption figures, one for colza and sunflower oils and the other for

oil cake.
Oils

The total amount of colza oil available rose constantly from 1967/68 to
1971/72, when it reached about 488 000 metric tons. From 1972/73 onwards,
this quantity has tended to stabilize, and stood at 481 000 tons in the

marketing year under review.
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This stabilization in the quantity of oil available results from two
factors, a slight increase in production in 1972/73 in relation to the
previous year, together with a substantial decline in imports of colza

seed from non-member countries.

Whilst the ratio between the world market prices of colza seed and soya
beans was rather in favour of colza until 1971/72, from the 1972/73
marketing year onwards this trend has been reversed, and during certain

periods the profitability of colza milling has diminished.

In this economic context, Community industries have continued to process
Community-produced colza, but have appreciably reduced their purchases

of colza seed on world markets.

The available information on colza production for the 1973/74 marketing

year suggests that the amounts of colza oil available may tend to decline.

The quantity of sunflower seed oil available has fluctuated around

300 000 metric tons since the 1967/68 marketing year.

The quantity available in 1971/72 resulted from the fact that imports of
sunflower seed were 40% lower in that year, since the availability of
this product on world markets had declined sharply during the marketing
year concerned. In 1972/73, sunflower seed availability returned to the
level prevailing before the 1971/72 marketing year and even exceeded it;
figures to hand for the 1973/74 year suggest that availability will not
be far from the level recorded in 1972/73.

Oil cake

As regards the availability of colza oil cake, the volume has practically
doubled since 1967/68 and rose once more in 1972/73, mainly as a result
of a marked increase in imports, the Community becoming a net importer

of this product for the first time since the establishment of the

market organization.

As regards sunflower seed oil cake, availability has varied since 1967/68
in accordance with import movements without, however, displaying any
identifiable trend. In the 1972/73 marketing year, a recovery occured

in relation to the previous year.
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For 1973/74, the figures to hand suggest that the availability of colza
and sunflower seed oil cake will run at a level close to that in

1972/73.
k. Trade

Imports of colza and rape seeds from non-member countries, which rose
steadily from 1967/68 to 1971/72, fell off sharply in volume terms in
1972/73.

As mentioned above, this trend is due -~ among other things - to the fact
that until 1971/72 it was in general relatively more profitable to process
colza seed than soya beans. In 1972/73, however, this trend was

reversed; since at the same time colza and rape seed of Community origin

was more freely available, the decline in exports is a natural consequence.

Imports of sunflower seed, on the other hand, were appreciably higher

in 1972/7% than in the previous year; this increase was due to the

fact that sunflower seed was more readily available on world markets

than in the preceding year. The high volume of imports of sunflower seed

was mainly due to the considerable shortfall in Community production.

Figures available for the 1973%/74 marketing year suggest that the trend
noted for sunflower seed has continued; on the other hand, imports of
colza seed have begun to recover strongly. This recovery is mainly due
to a decision by the United States in June 1975 to place an embargo on
its soya bean exports, which compelled Community operators to cover

themselves by purchases of available oilseeds - especially colza seed -

te avoid running short of raw materials.

Lxports of colza and rape seeds to non-member countries were slightly
higher in 1972/73 than in 1971/72; this trend seems likely to continue

in 1975/74.

As regards sunflower seed, however, exports to non-member countries -

which until 1971/72 could be considered as negligible ~ amounted to

35 592 metric tons in 1972/7%. Available figures for the 197%/74 marketing
year also indicate that exports of sunflower seed in volume terms should

at least equal the 1972/73% level. This phenomenon is mainly due to
re~-exports by Gernmany to the Eastern European countries of sunflower

seed imported from non-member countries.
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Intra-Community trade in colza and rape seeds, which expanded gradually

from 1967/68 until 1971/72, has fallen off since Italy — until then the

principal buyer - has appreciably reduced its demand (by 24% in relation
to 1971/72).

The substantial reduction in demand from Italy is primarily due to the
publication on 27 December 1972 of a decree by the Italian Ministry of Health
limiting the use of colza oil in the manufacture of oil mixtures to a level
such as to ensure that the erucic acid content of the finished product

does not exceed 10%. Since oil produced from Community colza seed has

an erucic acid content varying between 50 and 55%4, limiting the content of
0il mixtures to 10% amounts to restricting the use of colza oil in the
preparation of seed oil mixtures to a maximum of 20%. This explains the
caution shown by Italian industry in 1972/73 in purchasing colza seed,
despite the fact that the entry into force of the Decree of 27 December 1972
had been deferred to 1 February 1974.

This tendency on Italy's part to reduce purchases became still more
pronounced in 1973/74 in relation to Community colza seed, as a result of
a violent press campaign against colza oil in Italy during that year.

The same cautious attitude was adopted to purchases of Community colza oil,

with the result that Italy's imports in 1973 were about 40% down.

Intra~Community trade in sunflower seeds continues to be stable but very
limited in extent; in view of the fact that the availability of this
product in the Community is also stable, this trend is likely to continue

in the immediate future.

5 Prices

(a) Common prices

In line with the changes to agricultural prices for the 1974/75
marketing year, effective from 7 October 1974, the target price of
colza seed for the year was fixed at 23 u.a./1OO kg and that of
sunflower seed at 23.67 u.a./1OO kge This represents an increase
over 1973/74 of T.2% for colza seed and 11.3% for sunflower seed.
In comparison with 1967/68 levels, the target price for colza seed
is up by 13.6% and that of sunflower seed by 16.9%.
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(b) Market prices

In 1973/74, the market in o0il seeds in the Community was sirongly
affected by trends on world markets for these seeds and other competing
products, involving considerable price increases. This resulted, during
the opening months of the year, in a relatively low level of subsidies
for both colza and sunflower seeds. From the beginning of December 1973,
subsidies for both these products were fixed at zero for the entire
marketing year. The greater part of the Community harvest was marketed
at satisfactory prices, especially in France where price levels were on

average from 2 to 8 u.a./1OO kg above the intervention price.

In Germany, where the greater part of the harvest was sold at the
beginning of the marketing year in the absence of adequate warehousing

facilities, price levels were very close to the intervention price.

(¢) World prices

The following table shows the trend of’colza seed prices since the

establishment of the common organization of the market:

u.a./100 kg

Marketing year 67/68 68/69 69/70 10/11 T11/12 12/13 13/74
Average price 1046 9.8 12.6 14.4 127 15.3 26,2
Lower limit 9.7 9.2 9.4  13.3 11.4 11.4  19.9
Upper limit 1244 10.7  14.5  16.3  14.5 20.7  32.7

World market prices for sunflower seed have followed a similar trend
during the period under consideration. It should nevertheless be noted
that it has not been possible to keep regular records of the sunflower
seed supply situation, especially during recent marketing years, in

the absence of adequate data.

A number of factors contributed to the sharp rise in the prices of
oilseeds during the 1973/74 marketing year. They were the same as in
the case of the price increases affecting most other raw materials,

As regards products resulting from oilseed processing, it should be
noted that the upward trend of prices was particularly marked in the
case of oils, for which there was a strong demand; +the rise in oil cake
prices, however, was less strong as a result of an appreciable weakening

in the market for animal products.
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6. Outlook

As already noted, in 1973/74% both colza and rape seed production were
slightly lower in the original Community. According to the latest
information available, colza seed production in the enlarged Community

in 1974/75 is also likely to be down on the preceding year - although
Denmark and the United Kingdom are still increasing production. This
new drop is mainly due to lower production in France, which is the
Community's largest producer of colza seed. The reason is probably the
appreciable decline in yields in this country in 1974/75 as a result of
poor weather conditions and the substitution, for the first time in
large=-scale cultivation, of the PRIMOR variety - which gives a low erucic

acid content - for traditional varieties with a high content.

As regards sunflower seed, which is only produced in two countries,
France and Italy, the area cultivated is relatively stable and production
in 1974/75 should be close to the previous year's level of about

100 000 tons.

Taking a longer-term viewpoint, a recovery in colza cultivation and a
significant expansion in sunflower cultivation are not improbable if the
price levels for these products on world markets are maintained or

increased further.

Under the arrangements for the common organization of the market in oils
and fats, when world market prices are higher than Community prices, the
latter tend to rise to the same level. It is possible that the existing
ratio between the world market prices of colza seed, sunflower seed and
other products competing with them in the crop rotation - cereals
especially - may lead in the future to an increase in the area devoted to

colza and especially sunflower seed.

Consumption of colza oil in the enlarged Community, which fell off

sharply in 1973/74, mainly as a result of the measures taken in Italy
to limit erucic acid, is likely to decline further in 1974/75 since a
substantial part of total production (20%) was exported to non-member
countries, especially Japan, and imports have declined substantially.
However, the introduction of erucic acid-free varieties of colza seed
in the Community should lead to a recovery in internal consumption of

this oil at a later date.
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The consumption of sunflower seed oil is stable, any increase being unlikely

unless the availability of this product also increases.

The trade in colza and sunflower seed with non-member countries is not expected
t0 vary appreciably from 1974/75 levels in the years to come, in the absence of
additional supplies of this product; availability could, however, increase as

a result of current high prices. On the other hand, intra~Community trade could
return to the 1971/72 level if, as a result of the production of erucic acid-free

colza seed, Italy once more becomes the Community's largest buyer of this product.

Finally, as regards market prices, the high current levels are not expected to
change to any great extent during the 1974/75 marketing year or in the following

year.

Te Economic aspects and measures taken

(a) Refunds

In view of the price situation for colza, rape and sunflower seed on world
markets, no refund has been fixed from the beginning of the 1973/74 marketing
year until the present; available information concerning short-term trends
on world markets for colza and sunflower seed suggest that none will be fixed
until the end of 1974/75.

(v) Intervention

The 500 metric tons of colza and rape seed submitted for intervention in the

Netherlands during the 1972/73 marketing year were sold in October 1972.

During the 1973/74 marketing year, 2 147 metric tons were submitted for
intervention in Germany; this seed was sold on 28 May 1974. The quantities
of colza seed submitted for intervention during the last two years were
negligible, representing 0.05 and 0.2% respectively of Community harvests

of colza and rape.
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(c¢) Uniformity of prices

8.

1. Accession compensatory amounts

With the accession of the new Member States on 1 February 1972, "accession"
compensatory amounts were introduced for colza and rape seed produced in the
UK and Demmark only. In Ireland, Community prices were applicable from the
time of accession. These "accession" compensatory amounts were fixed at
1.15 w.a./100 kg for Denmark and 5.14 u.a./100 kg for the UK in 1973/74.

For 1974/75, they were 0.96 u.a./100 kg and 4.22 u.a./1OO kg respectively.

2. Differential amounts

In view of the present monetary situation, the system of differential amounts
introduced on 20 July 1972 was applied throughout the 1973/74 marketing year
and continues in force at present. This system was, however, modified by
the adoption of EEC Regulation No 2300/73, designed to adapt it better to
the needs of the market.

Financing costs

In view of the price levels reached during the 1973/74 marketing year for
colza, rape and sunflower seed, subsidies, refunds and differential amounts
were fixed at zero; furthermore, in the year under review, interventions
represented only 0.2% of the Community harvest of colza seed. As a result,
the financial cost of the market organization for oils and fats can be regarded
as negligible in relation to colza, rape and sunflower seed for the 1973/74
harvest; the same is likely to be true for the 1974/75 harvest.

Expenditure by the Guarantee Section of EAGGF in respect of oleaginous products
amounted to 99.5 million u.a. in 1972, 86.3 million u.a. in 1973 and is
estimated at 10.8 million uw.a. for 1974; i.e., respectively 4.3, 2.3 and

0.3% of the Guarantee Section's total expenditure. In 1974, the estimated

amount of 10.8 million u.a. will be allocated solely to price subsidies,
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5.b. Soya beans

On 15 July 1974, the Council adopted Regulation (EEC) No 1900/74, introducing
special measures for soya beans produced in the Community.  Although these
measures do not enter into force until 1 November 1974, it seems appropriate
to emphasize the growing importance of soya beans in the oils and fats sector;
this product is at present the principal source of proteins and oil, as can

be seen from the following figures:

1. Imports of soya beans by the original Community rose from 1 970 903 metric
tons in 1963 to 5 889 904 tons in 1973, an increase of 198%; in addition to
this, in 1973 the three new Member States imported 1 168 000 tons.

2. Imports of oil cake by the original Community rose from 726 857 metric tons
in 1963 to 2 888 023 tons in 1973, an increase of 297%; in addition, the new
Member States imported 410 000 tons of soya oil cake in 1973. As a result of
its soya bean imports, the enlarged Community's available supply of oil cake
amounted to about 8 800 000 tons in 1973.

3. Imports of soya oil, on the other hand, which were already low in 1963,
have been declining constantly since then, from 37 418 metric tons in 1963
to 5 972 in 1973. Consumption of soya oil in the original Community rose
from 402 000 tons in 1963/64 to 679 000 tons in 1971/72, the last year for
which official figures are available; +this represents an increase of 69%.
According to preliminary estimates, soya oil consumption in 1972/73 amounted
to about 839 000 tons and could even reach 1 000 000 tons in 1973/74; in
addition, the three new Member States appear to have consumed 188 000 tons

of soya oil in 1973.

4., 1In this connection, it should be noted that soya bean production in the
Community is in its infancy. At the present time, production is concentrated
in France and should, in 1974, amount to about 8 000 tons.
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5.c. Cotton seed

The share of cotton in the end value of agricultural production, in the Community
UAA and in world production (34 million hectares in 1972) is infinitesimal.

This crop is only cultivated in some of the poorer regions in Italy - especially
Sicily; the area concerned was only 3 200 hectares in 1973, giving a yield of
1 200 tons of seed and 900 tons of fibres.

In 1963, the area down to this crop was about 16 000 hectares; it has since
declined sharply. As a result of Community subsidies and world prices for
both cotton seed and cotton fibre, which have returned to a high level, the

sharp decline occurring during the past few years seems to have been halted.

According to preliminary information, the area should hold steady at about
3 000 hectares in 1974.

There is at present no reason to believe that producers will show appreciably

greater interest in this crop in the future.

The subsidy, fixed at 80 u.a./hectare in 1972/73, was increased by 2.5% to
82 uw.a. in 1973/74. For 1974/75 it has been fixed at 87.78 u.a./hectare, a
further increase of T%.

The EAGGF's expenditure in respect of cotton seed for 1973 has been estimated
at about 200 000 u.a. In subsequent years, this amount should only increase

very slightly.
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6. Dehydrated fodder1

1.  Introduction

The common organization of the market in dehydrated fodder, decided by the
Council to improve the Community's protein supply, did not come into force
until 1 May 1974. It is therefore too early to assess the effects of the
aid provided for by this organization on the level of Community dehydrated

fodder production.

However, an analysis of the trends in this sector during the past few years

will provide a basis on which future trends can be assessed.

The importance of this product in the range of animal feedingstuffs can be

seen by comparing it with oil cake, the principal source of protein.

In 1972/73, 0il cake consumption was 14.5 million metric tons, whereas the
consumption of dehydrated fodder amounted to only 1.8 million tons, or 12%

of the former, in 1973.

As, however, the protein content of dehydrated fodder is lower than that of
0il cake, in the period under consideration the quantity of protein provided

by the former represented only 4.6% of that provided by the latter.
2.  Production

In 1973, Community dehydrated fodder production amounted to 1.5 million metric
tons, a higher figure than in preceding years. Production is concentrated

mainly in France and Denmark.

In 1973, fodder production in the original Community was 976 000 metric tons as
against 326 000 in 1963.

Production has therefore tripled in ten years. It did not rise steadily, however;

at the beginning of this period, in the absence of any measures applying to imports,
large quantities were consigned from non-member countries. Imports varied between
178 000 metric tons in 1963 and 355 000 tons in 1968; +this caused prices to collapse,
resulting in serious difficulties for Community producers. During the past few
marketing years, the situation has improved; in 1973, imports from non-member
countries amounted to only 87 000 tons, making possible a significant recovery

in Community production.

e v e R s e

15ee Tables IT B./6.1 to II B./6.5 in the Annex.
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A study of trends in each individual country shows that in France production was
not affected by the same difficulties as in other Community countries, and grew
steadily from 115 000 tons in 1963 to 675 000 tons in 1973. This steady progress
was achieved as a result of cooperation between the processing concerns and the
public authorities; one consequence of this was the establishment of export sales
promotion offices, with the result that foreign sales now represent one-third of

total production.

In Denmark, the second largest producer in the Community, installations have also
been expanded. The slight decline occurring in 1973 in ielation to the preceding
year was due partly to unfavourable weather conditions and partly to the fact that
some important changes in crop rotation had been made as a result of Denmark?'s

recent entry into the Community.

3. Consumption

The Community consumes slightly more dehydrated fodder than it produces. At

present, production covers 94% of consumption.

This situation, together with the trend of the markets in protein substances since
1972, has made it possible to dispose of the entire production without difficulty

to manufacturers and stock farmers.

Consumption is divided fairly evenly between Member States. The principal user
is France, followed by Germany and the Netherlands, whilst Ireland still consumes
only very small quantities of dehydrated fodder. It should be noted, however,
that for some time stock farmers have increasingly tended to add a protein-rich
substance, such as dehydrated lucerne, to their usual cattle feed instead of a
cereal-based substance as formerly. Furthermore, in view of the rise in prices
of certain protein-rich substances, manufacturers of feedingstuffs are showing

more and more interest in dehydrated lucerne.

In view of all this, the demand for dehydrated fodder has risen steadily in recent
years.
4. Trade

In the absence of comparable data, trade trends in the Member States of the

original Community cannot be compared with those in the three new Member States.
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Dermark and France — which at present exports one-third of its production -

consign this product mainly to Germany and the Netherlands.

Belgium imports between 80 and 90 000 tons, mainly from France. Italy, whose
production is of high quality, consumes its own products but also imports
relatively large quantities; imports, however, have been tending to decline

every year.

The United Kingdom and Ireland, which consume their own production, trade between

themselves to some extent.

5. Prices

R e

Up to 1968, price trends were affected by low-priced imporis from certain non-
member countries, which exported their surplus production to the Community at
the beginning of the marketing year, when the Community's own production was

appearing on the market.

The manufacturers of feeding-stuffs, who are the principal buyers, took advantage
of these low-priced foreign imports; as a result, manufacturers of dehydrated
products were compelled to align their prices on the same levels, which did not

always leave green fodder producers a profit margin.

Since 1970, the prices of imports from non-member countries have risen and the

Community market has gradually recovered.

In 1973, as a result of soya bean supply problems, a spectacular upsurge in prices

occurred.

However, the increase in fuel oil prices, which tripled in 1973 in relation to
1971 levels, has raised the cost of dehydration processes, since fuel costs
represent a substantial part of total costs. As a result, the increase in

selling prices has only partly counterbalanced the rise in production costs.
6. Qutlook
Short-term

In the short run, the subsidies decided by the Council in March 1974 have had
only a marginal effect on production in the current marketing vear, since sowing

had already heen carried out,
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The trend of the market, together with the subsidies provided for in the regulations,
have made it possible for manufacturers of dehydrated products to guarantee better
prices for producers; +this may encourage the latter to plan for more lucerne and

grass in their crop rotation next year. 1

It would be difficult to predict the trend of the markets in these products over
the longer term with any certainty, since prices depend on soya o0il cake and

cereal prices as well as on the trend of demand.

It may be supposed, however, that if the prices of soya beans and other protein-
rich feedingstuffs maintain their present level, dehydrated fodder could find

profitable outlets which would lead to expansion at a later date.

Te Financing costs

Expenditure by the Guarantee Section of EAGGF has been estimated at 5 million u.a.
for 1974, or 0.1% of the total expenditure.of the section.
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T. Flax and hem}g1

1. Introduction

The area under fibre flax represents less than 1% of Community UAA, whilst that

under seed flax and hemp is no more than an infinitesimal part.

Pibre-flax cultivation is confined to certain areas in north-west France, the
Netherlands and Belgium, and involves between 10 000 and 15 000 farmers annually.
The flax straw produced is converted into fibres by about 300 retting and

scutching concerns.

Flax straw production amounts to about 500 000 metric tons per anmum and
constitutes a by no means negligible source of raw materials for various

industries:

65 000 metric tons of long fibres for spinning (flax and others);
35 000 metric tons of short fibres for spinning and paper mamufacture;
45 000 metric tons of seed for sowing and oilseed (o0il and oil cake);

200 000 metric tons of chips for chipboard panels.

Seed flax, which is grown almost exclusively in France and Italy, provides a
relatively small proportion of the Community's substantial oil and protein

requirements.,

Textile hemp is grown only in Italy, where it is barely holding its own; paper
hemp, however, which is grown in France, has increased somewhat in importance
and at present provides between 25 000 and 30 000 tons of raw materials anmmually

for the manufacture of paper (special types).

Community production of flax and, especially,hemp represents only a very small

part of total world production.

According to the FAO, the total world area used for fibre flax cultivation was
1.5 million hectares in 1972, giving a total yield of 648 000 metric tons.
With a cultivated area of 1.2 million hectares (81.6%) and a production of
460 000 metric tons (70%), the USSR is by far the largest producer. The
Community's share represents only 3.4% of total world area; as a result of

above average yields, however, its share in world fibre production amounts to 15%.

Total world area under seed flax was 3.8 million hectares in 1972, giving
1.9 million tons of seed, of which only 3 000 tons was produced in the Community,

from an area of 3 700 hectares. India, Canada, the United States and Argentina

See Tables II.B/T.1%0 7.6 in the Annex
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are the main producers, together accounting for 3.4 million hectares with a

production of 1.7 million metric tons.

The Community's share in world hemp production - to which the countries of

Eastern Burope are major contributors - is also very limited.

2. Production

In 1973, 47 200 hectares were utilized for fibre flax cultivation in the

Community, representing a decline of 9.6% with respect to the previous year.

In Prance, the largest producer, the area utilized was 35 900 hectares, followed
by Belgium with 6 300 hectares and the Netherlands with 5 000 hectares;
compared with 1972, these figures represent declines of 5.8%, 24.5% and 19.4%

respectively.

In 1972, the area under fibre flax had already declined by 20% with respect to
1971. The decline has not been halted, therefore, but the downward trend
slackened in 1973 (- 9.6% as against - 20%). The area at present under this
crop is very much smaller than it was ten years ago, the figure for 1963 being

as high as 121 600 hectares. At that time, demand for this product was much
higher than today; it has since tended to decline even faster than production,
resulting in a surplus of fibres which has been burdening the market for some
years. During the last few years, however, a new equilibrium between production
and demand has been found - although at a much lower level of production than

before,

In 1973, the production of flax straw declined with respect to the previous
year to a greater extent than the area utilized (by 31.4%), since 1972 yields

were above average,

Flax fibre production likewise declined sharply in 1973, being down by 26.9% on
the 1972 level,

There is no trade in flax straw with non-member countries. Part of the French
and Dutch output, however, is used to supply the Belgian retting and scutching
industry, which purchased 102 000 metric tons of foreign flax straw in 1972-73

as against 82 000 in 1971-72, an increase of 2% This increase was due 1o
lower domestic production; ten years ago, imports were as high as 174 000 metric

tons, but at that time activity in this sector was much brisker,
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In 1973, 5 700 hectares were devoted to seed flax; this represents an increase
of 54% compared with the preceding year but is only one quarter of the area
under this crop in 1963 (23 000 hectares).

Seed production in 1973 can be estimated at about 5 000 metric tons, as against

3 000 in 1972,

The amount of seed produced from fibre flax can be estimated at 37 000 metric
tons; total seed production would therefore have been about 42 000 tons in

1973, a figure comparable with that for the preceding year.

Textile hemp production is barely surviving, since certain problems relating to
the modernization of manufacturing processes have not yet been overcome. This
crop, at present confined to Italy, now accounts for only a few hundred hectares
as against a total of 14 700 in 1963, of which 12 000 were in Italy and 2 700 in

France.

Paper hemp cultivation, on the other hand, which is confined to France, has
been expanding. In 1963, it concerned only 1 200 hectares; in 1972 and 1973,
however, it accounted for 4 200 hectares with a production of 27 800 metric tons

of green straw for the manufacture of fine-quality paper.

3. Trade
The following is an outline of the trade in flax fibres.

Flax fibre production in the three producer countries of the Community (France,
Belgium and the Netherlands) exceeds their industry's requirements for this
product. The surplus is exported partly to other Member States, which are
users but notproducers, and partly to non-member countries. Exports to non-
member countries consist mainly of long fibres, though smaller gquantities of
short fibres are also exported. One reason for this is that, on the average,
two-thirds of Community production consists of long fibres, owing to a better
straw quality; another reason is that the Community's spimming industry uses mainly
short fibres. Users in non-member countries, on the other hand, purchase
mainly long fibres from the Community. Since the Community production of short
fibres is inadequate to cover requirements, relatively large quantities are

imported, chiefly from the countries of Eastern Europe.

As a result of a decline in the availabilities, exports to non-member countries

were lower in 1973 than in 1972 and considerably lower than in 1970. Imports
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from non-member countries increased somewhat in 1973 as compared with the
preceding year but were still lower than in 1970, The enlargement of the
Community has also affected the volume of trade, since none of the new Member
States are fibre producers but the UK is a large-scale user. Consequently,
trade within the enlarged Community has risen at the expense of trade with non-
member countries. In 1973, for example, the original Community exported

46 300 metric tons, whilst the enlarged Community exported only 30 000 tons.
Owing to the UK's requirements, imports from non-member countries by the enlarged

Community exceed those of the original Community.

As a result, the enlarged Community's exports to non-member countries barely
exceed its imports, in contrast to the substantial export surplus of the

original Six.

As regards hemp fibres, intra-Community trade and exports to non-member countries
are both on a very small scale, but in 1973 the enlarged Community imported

20 200 metric tons of hemp from non-member countries.

4. Prices

Flax fibre prices in the Community, which rose in 1972-73 as compared with the

preceding year, increased still further in 1973-74.

In the case of water-retted flax, the rise in 1973-74 with respect to the
preceding year was about 35% for medium-quality scutched flax, 42% for high-
quality scutched flax and 48 for broken flax.

For earth-retted flax, the price increase was less marked. In 1973-74,
quotations for French earth-retted flax fibres were up on the previous year by

25.4% for short fibres, 31.1% for scutched flax and 2%, for broken flax.

The upward trend of prices seems 1o have halted towards the end of the 1973-74
marketing year; for certain grades, prices were even somewhat lower in July 1974

than in the preceding month.

Despite a substantial rise in the costs involved in retting and scutching
processes (wages, energy, interest rates), the increase in fibre prices benefited
proaucers, at least to some extent. In view of differing qualities, it is

difficult to compare flax straw prices relating to different harvests.
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On the average, however, French producers sold their flax straw production in

1973 at prices 23.7% higher than in 1972,

The upward movement of linseed producer prices in the Community, which began
at the end of 1971, confinued in 1973. In the 1973-74 marketing year, prices
were up by 110% in Belgium and 69% in the Netherlands on the previous year's
levels, This trend seems to have been halted about the middle of 1974, but

at that time prices were nearly three times those prevailing at the end of 1971.

Paper hemp cultivation is carried on under contract with paper manufacturers,
who fix straw prices every year in agreement with producers' representatives.
Since 1971-72, the price has been 46.8 u.a./metric ton. In view of the small
quantities marketed, it is very difficult to obtain quotations for hemp fibre.

5. Prospects

For textile hemp, the situation regarding the area under cultivation was reversed
in 1974. Preliminary information indicates that, after declining in 1972 and
1973, the utilized area has - owing to higher profitability - been expanded to

58 200 hectares, a rise of 23.3% with respect to 1973. This area is divided

as follows among the countries concerned: France, 41 700 hectares (+ 16.1%);
Belgium, 9 000 hectares (+ 42.9%); Netherlands, 7 500 hectares (+ 50%). The
harvest should yield 475 000 metric tons of straw and 85 000 tons of fibres,
including 58 000 tons of long fibres and 27 000 tons of short fibres, in
addition to 45 000 tons of seed, The overall yield of all three products is
very satisfactory. As a result of bad weather during the retting period,

however, about 2 000 hectares were badly damaged.

Initially, market conditions were very favourable to straw producers, but sales
have recently slowed down and prices declined owing to a worsening of the
situation since the begimming of the year. Nevertheless, it seems unlikely
that either imports or the demand from users in the Community and in non-member
countries will vary greatly in 1974-75; hence no major problems should arise as
regards sales of fibres from the 1974 harvest.
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For seed flax, the first figures available for 1974 relate to an area of

7 650 hectares, an increase of 34% with respect to 1973, In France, the area
sown with this crop has more than doubled, rising to 5 150 hectares; in Italy,
the estimates relate to an area of 2 500 hectares, a lower figure than in the
preceding year. A production of 7 500 metric tons of seed may be expected.

In view of the world market situation, there should be no difficulty in finding

buyers.

In 1974, the area under textile hemp was only about 200 hectares, whereas that
under paper hemp expanded from 4 120 hectares in 1973 to 5 560 hectares in 1974,
production being estimated at 32 500 metric tons of straw. No difficulty will
be encountered in marketing this crop, since it is grown entirely under contract.
The selling price for the 1974 harvest will be 50.4 u.a./ton, an increase of

T7% over that of previous years.

6. Porecasts for the 1975-76 marketing year

The area utilized for fibre flax cultivation in 1975 will be determined by the

probable trend on world market in seeds and, especially, fibres.

There is no reason to believe that seed price levels will fluctuate greatly.
Ag regards the fibres market, on the other hand, the situation in 1974-75 is
likely to be in balance, but developments in 1975-76 are more difficult to

forecast,

It may be doubted whether the present level of demand will be maintained in view
of the problems currently affecting activity in certain branches of the textile
industry. There is reason to believe, however, that the repercussions of this
situation on the flax sector will be limited, since flax is reserved mainly for
specialized applications, in respect of which the demand is likely to continue

at its present level,

On the assumption that demand will be substantially the same as in 1974-75, a
slight increase in production would be desirable in order to ensure an adequate
supply for users, unless the latter were to find that fibres were more freely
available from non-member countries. In that case, the equilibrium achieved

during the past few years would be compromised.

Whilst the hemp market is directly affected by trends on the flax market, efforts
are being made by users 1o conclude fixed-price production contracts, a

development which could help to improve the market equilibrium.
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T. Financing costs

Since the economic conditions for the application of the storage contracts
system for flax and hemp fibres are not yet fulfilled, the EAGGF's expenditure
in respect of these products has so far been confined to subsidies based on

areas harvested.

The area utilized may increase slightly in 1975-76; if the level of subsidies

contimes unchanged, therefore, expenditure is likely to rise.

/

Expenditure by the EAGGF Guarantee Section in respect of flax and hemp amounted
to 10.6 million u.a, in 1972, 6.4 million u.a. in 1973 and is estimated at
11 million u.a. for 1974, i.e., 0.5, 0.2 and 0.3% respectively of the "guarantee"

section's total expenditure,
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8. Seeds*

1. Introduction

The common organization of the market in the seed sector, adopted on

26 October 1971, covers the following varieties:

Dried leguminous vegetables for sowing CCT 07.05
Hybrid maize for sowing CCT 10.05 A
0il seeds and oleaginous fruit for sowing CCT 12.01
Seeds, fruit and spores, of a kind used for sowing CCT 12.03

2. Production

The Community produces more than one million quintals of fodder crop seeds,
corresponding to 20 = 25% of world production. The Community's largest
producer is Denmark, which provides about 30% of total Community production,
followed by France, the Netherlands, the UK and Germany. France and Italy
produce more leguminous than graminaceous crops (lucerne, purple clover,
field beans), whilst in the northern countries the reverse is the case.
Denmark, however, produces substantial quantities of white clover and France

has a sizeable production of Italian rye-grass.

Community production in 1973 was 1 110 385 quintals, i.e., slightly lower
than in 1972 (by about 80 000 quintals), but the area utilized also declined,
by about 8 000 hectares.

In 1974, on the other hand, Community sowings of this crop increased by
43 165 hectares (from 180 889 hectares in 1973 tc 224 054 hectares in 1974).

*
See Tables II.B/8.1 to II.B/8.3 in the Annex.



- 71 -

This increase seems to have been due mainly to the very satisfactory producer
prices prevailing during the preceding year, especially for graminaceous
CTOopS. Subsidies may also have played a part in the case of leguminous

Crops.

3., Supply situation

The Community is not completely self-sufficient in this sector. It imports
graminaceous seeds from the United States, Canada, New Zealand and certain
Eastern bloc countries. Where the last-mentioned countries are concerned,

most imports are covered by multiplication contracts.

The following table gives the figures for imports and exports in 1972, in

quintals:

Imports Exports
Denmark - 379 110
Netherlands 91 720 160 410
Germany 184 259 20 289
France 188 525 50 131
Italy 89 209 16 060
United Kingdom 177 579 25 517
Luxembourg 2 000 325
Belgium no data available no data available
Ireland no data available no data available
Total: 733 292 651 842

Figures supplied by lMember States,

For the 1974-75 marketing year, owing to the shortage of protein-yielding

crops in the Community, two species of field bean (Vicia faba var. equina et
Vicia faba var. minor) have been added to the list of varieties qualifying

for subsidies. For the same reason, certain varieties of legumes are eligible

for slightly higher subsidies than in 1973~74.
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4. Prices

A per quintal subsidy is granted for all fodder crop seeds. For each type
of hybrid, however, a reference price is fixed annually on the basis of
import prices during the preceding three years. If the price delivered

at the frontier plus customs duty (consolidated at 4% under GATT but at
present exempted unilaterally, i.e., zero rate) is lower than the fixed
reference price, a countervailing duty, equal to the difference between these

two prices, is charged.

For the year 1974-75, reference prices were raised.

5. Prospecis

Certain difficulties are encountered in assessing the outlook for Community
seed markets, in view of the interdependence of the latter and the world
market, which is subject to substantial variations both in production and in
prices. Nevertheless, the upward trend of Community sowings that emerged

in 1974 may well continue for the next few years in view of the satisfactory
prices for graminaceous seeds and the Community's policy of support for

protein crop production. Furthermore, the policy introduced by the Community
(marketing directives) will undoubtedly help to encourage an increased use of

Community-grown seed in Buropean agriculture.

6« Tinancing costs

Expenditure by the EAGGF Guarantee Section in respect of seed amounted to

0.1 million u«a. in 1972 and 14.6 million u.a. in 1973, whilst the estimate

for 1974 is 15 million u.a.; these figures represent 0.004, 0.4 and 0.4%
respectively of the Guarantee Section's total expenditure. The entire amount

is allocated to price subsidies.
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9. Wine1

1. Introduction
In 1973, the share of wine in Community final agricultural production

amounted to 6.8% by values, whilst the area under vines represented 2.8%

of the Community UAA. In 1966/67, the number oi farms which included

vineyards was 2.1 million, or 33.4% of the total number of farms in the
Community; these farms together cultivated 2.5 million hectares in

1966/67. In 1972/73, the total area under vines was 2.3 million

hectares — substantially lower than in 1950/51, when the

figure was 3.1 million hectares. In 1971, world production amounted to

286 million hl according to the FAO, whilst Community production was 133 million
hl, or 46.% of the total. According to the OIV2, total world area under vines
was 9.7 million hectares, of which the Community accounted for 2.3 million, or
23.7%. The difference between the percentage figures for production and area
is due to the fact that the average yield in the Commnity (56.8 hl/ha) is higher
than the world average (29.4 hl/ha).

The largest Community producers are France and Italy, whose output varies
between 60 and 70 million hl per anmum, Germany (about 7 million hl) and
Luxembourg (about 150 000 hl) account for a relatively small part of Communi ty

production.

24 Production

In relation to the average for the past ten years, the 1972 harvest was poor,
producing 128 million hl, or 4% less than in 1971. The 1972 harvest was
slightly larger than the average for the five years from 1960 to 1964 inclusive.

Wine production varies very sharply from one year to another according to
weather conditions; for example, production in 1971 was 13.8% lower than in
1970. However, the tendency for production to rise can be seen very clearly
when longer periods are compared and when the exceptional harvests of 1970
(154 million hl) and 1973 (168 million hl) are taken into account. The same

trend may be seen in all wine-producing Member States.

lSee Tables II.B/9.1 to IT.B/9.5 in the Amnex.

20ffice~International de la Vigne.
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3. Consumption

The small harvests in 1971 and 1972 resulted in a slight decline in consumption
- to around 140 million hl - in the 1971/72 and 1972/73 marketing years; on
the average, consumpiion varies between 145 and 150 million hl.

(a) Human consumption

Human consumption rose from 125 million hl in 1971/72 to 127 million hl in
1972/73. Per capita consumption was stable during these two periods, at
66 litres,

(b) Processing
The quantity used in processing declined from 14 million hl in 1971/72 to
12 million hl in 1972/73; this was mainly due to the fact that in 1973 no

exceptional distillation measures to absorb surplus production were decided.

(¢) Self-sufficiency

The Community's self-sufficiency rate was 954 in 1971/72 and 89% in 1972/73,

in relation to total internal consumption.

If the distillation of wine reckoned as surplus (2.8 million hl) is subtracted
from the total supply figure, however, the self-sufficiency rate for 1971/72 is
then 97%.

Even during these iwo reference years in which production was relatively low,
however, it still exceeded the amount required for human consumption, In
relation to total human consumption, the self-sufficiency rate was 106% in
1971/72 and 100% in 1972/73.

The difference between supply and demand was covered partly by drawings on
stocks (8.1 million hl in 1971/72 and 12.1 million hl in 1972/73) and partly by
net imports of 0.9 million hl (original Community) in 1972/73.

4. Trade

In 1972/73, imports by the enlarged Community amounted to 8 million hl. The
corresponding figure for the original Community was 5.9 million hl, against

2.8 million in 1971/72 - an increase of 11%. In relation to the years 1962/63
and 1967/68, however, this figure represents a decline of about 10%. Exports
by the enlarged Community were 3.4 million hl in 1972/73, whilst exports by the
original Community rose to 5 million hl in 1972/73 against 3.4 million hl in
1971/72, an increase of 44%.
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The original Community had a deficit of 0.7 million hl in this product in
1972/73, against a surplus of 0.9 million hl in 1971/72.

It may therefore be concluded that the foreign trade balance in this sector was

approximately in equilibrium in the low harvest years, 1971/72 and 1972/73.

5. Prices

(a) Common prices

The guide prices for wine for the 1974/75 marketing year were raised by 169 for
table wines of types RI, AL, R III, A II and A III, and by 20% for table wine of
type R II, compared with the levels in 1973/74. In relation to the first

common price fixing in 1970, the average increase for the various types of table

wine amounts to 26%.

(v) Market prices

During the 1973/74 marketing year, prices for all types of table wine were in
general lower than in the preceding year, when prices moved upwards as a result
of reduced supply on the internal market. However, in 1973/74 prices on most
Commnity markets remained higher than the corresponding guide price levels.

In the past, the trend for the various types of table wine was very different.
The prices of types A II and R III table wines declined sharply once the size

of the 1973 harvest was known; however, the prices of other types of table

wine - especially R I and A I - were unaffected until April 1974. In the latter
cases, prices were affected only to a limited extent in the sense that they fell
substantially on only one market out of twelve for type R I and three markets

out of eleven for type A I.

In 1973/74, prices fluctuated between + 10.3% and - 22.3% of the previous year's
7

levels, according to the individual market.

The decline in average price levels was caused partly by the exceptionally
abundant harvest in 1973 and partly by large-scale imports at the end of the year
arising from contracts concluded during the period in which prices on internal

markets exceeded reference prices.

Average quotations remained at levels substantially higher than the activating

prices for all types of table wines, with the exception of R III and A II.
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(¢) World prices

Wine prices on world markets in 1973/74 were generally lower than Community
prices in respect of trade with non-member countries. Quotations as low as
sbout 1,20 u.a./°/hl were recorded, i.e., 90.9% of the lowest activating price
in the Community. Consignments were offered to Community countries at cif
prices of 1.60 u.a./°/hl or more for ordinary quality red wine, thus respecting

the corresponding reference price when customs dues are taken into account.

6. Outlook
(a) Short term

Preliminary information suggests that the 1974/75 harvest will give less wine
than in the previous year. Nevertheless, according to preliminary estimates

by Member States, the quantity harvested should amount to 158 million hl,
exceeding total foreseeable utilization, which is estimated at a maximum of

150 million hl. Since consumption is declining in the two largesi consumer
countries, the surplus may even exceed 8 million hl with a large harvest and
stocks already very high, it may be assumed that imports will be small. Despite
the abundant supplies on the market, it is unlikely that exports will rise unless
refunds are increased substantially and the list of destinations qualifying for

refunds is broadened.
(b) Hedium term

In view of the trend of production and consumption in recent years, structural
surpluses may be expected in the fairly near future. The increase in production
is due partly to higher yields and partly to new plantings. Human consumption
per head can be expected at the best to be stable seeing that it is declining

in France and Italy and rising to some extent in the other countries of the

Community.

It is unlikely that any substantial change will occur in the quantities processed,
which at present amount to about 12-14 million hl, in theory confined to spirits,
aromatized wines and vinegar. This being the case, the self-sufficiency rate

may be estimated at around 10%%.

Te Economic aspects of measures taken

(a) Levies and refunds

1. Inport levies

The import levies, known as "eountervailing charges" in the wine sector,

were unchanged in 1973/74 in relation to the previous year.
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The countervailing charges play only a very minor part in the wine sector,
since the Community's principal suppliers have undertaken to respect the
reference prices, and the countervailing charges are not applied to the

17 countries which have given this undertaking.
2. Refunds

Refunds for the 1973/74 marketing year were unchanged on the previous year.
They were granted only for table wines consigned to Norway, Sweden and

Denmark,

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

In 1973/74, all the intervention measures provided for in the Community's
regulations were applied. For example, storage contracts were concluded

covering a monthly average of 12.5 million hl, with a maximum of 33.3 million hl.
This level has never been reached since the establishment of the common
organization in this sector, the previous peak being 20 million hl. Intervention
by subsidized distillation of surpluses was never before carried out on such a
scale in this sector. Nine million hl of wine were distilled in 1974, rather

more than half this amount being covered by a Council Decision;.

(e) Stock situation

At the beginning of 1973/74, stocks held by producers and in trade totalled
61.6 million hl. At the end of the marketing year, it may be expected that
stocks will total 95 million hl, a figure never reached since the establishment

of the common organization.

(d) Uniformity of prices

Since the new Member States have applied the common prices, their accession has

not resulted in the establishment of divergent price levels in the wine sector.

The monetary decisions taken in relation to Italy resulted, for the period
1 Jamuary 1974 to 15 December 1974 inclusive, in the establishment of activating
prices expressed in Italian currency at a level 7.79% lower than that resulting

from the application of the corresponding representative rates.

The application of the compensatory amounts in trade with non-member countries
raised certain problems where the latter had signed an undertaking to respect

the reference prices.

1Regula.tion No 1794/74; 10 July 1974 -~ OJ No L 187/29, 11 July 1974.
®Regulation No 1930/74, 22 July 1974 - OJ No L 202/8, 24 July 1974.
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A considerable time may elapse between the despatch of a consignment of wine
from a non-member country and the day on which it is imported; consequently,

it is difficult for non-member countries to fix their sales prices in accordance
with the reference price and compensatory amount applicable on the day of

importation.

In trade between Member States, the partial application of compensatory amounts
on wine sector products led to certain distortions; i.e., to an abnormal

increase in the trade in processed products not subject to compensatory amounts.

8. Financing costs

Expenditure by the Guarantee Section of the EAGGF amounted to 55.T7 million u.a.
in 1972, 12.4 million in 1973 and has been estimated at 70 million u.a. for 1974;
i.e., respectively 2.4, 0.3 and 2.0% of the section's total expenditure. The
total amount of 70 million u.a. for 1974 breaks down as follows: 0.2 million u.a.
for export refunds; 24 million u.a. for private storage contracts;

28 million u.a. for distillation and aid to the rehousing of table wines; and
17.8 million u.a. for distillation costs relating to the by-products of wine-

making,
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10. Raw 'bobacco1

1. Introduction

The share of tobacco in the final agricultural production of the original

Community amounts on average to 0.5% by value.

Tobacco is mainly cultivated in small family undertakings; the average
area of individual plantations is no greater than 0.6 hectares. The
average total crop area, 70 000 hectares (i 2% of arable land) is worked

by about 120 000 planters.

In 1973, world tobacco production amounted to about 4 800 000 metric tons,

of which 152 000 tons, i.€., 3% of the total, were produced by the

Community. The Community has four producer countries, Italy, France,
Germany and Belgium. Tn Germany and Belgium, the crop is only of minor
importance, whilst in France and Italy, which together account for not

less than 90% of the Community harvest, it represents an appreciable

share of agricultural production. In these two latter countries, production
is often concentrated in the less favoured regions, where it represents the

principal source of agricultural income.

2. Production

The area under tobacco in the Community has been declining almost uninterruptedly

since 1958. At the same time, raw tobacco production'has also been declining,

'See Tables II.B/10.1 to II.B/10.7 in the Annex.
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from 158 000 metric tons in 1958 to about 130 000 tons in 1968. Since
1970, however, the first year of the common organization of the market
and of the easing of restrictions on tobacco growing in countries with

monopely systems, the trend has turned upwards.

This last statement must, however, be qualified since in Italy, due to
special features of the market, final net production figures - i.e., the
quantities actually'marketed - are not available until two or three

years later. On the basis of experience in 1970, when "declared"
production was 78 000 tons and net production1 only 70 000 tons, the figures
for Italy should by cut by 8 —= 10%.

Between 1970 and 1973, the total area under tobacco rose from 66 to 74 000
hectares, returning to the 1968 level. During the same period, production
rose from 136 to 152 000 tons, whilst from 1972 to 1973, production and

crop area rose respectively by 4 and 6%.

In view of the situation described above, the most marked changes related

to individual varieties:

~ In Germany, Badischer Burley is expanding appreciably, whilst Virgin SCR
is declining steadily. The area under Badischer Geudertheimer, which
began to encounter sales resistance in 1973, declined sharply in 1974
(by 23%);

- 1In France, the slight increase in both yields and area in 1973 raised
production to the highest level for ten years, about 2% higher than in

1972 The Paraguay variety accounted for 96% of total production;

1Nét production = quantities for which premiums were paid + quantities submitted

for intervention.
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-~ In Belgium, despite an appreciable reduction in the crop area (~15%),

production declined by only about 3% as a result of higher yields;

~ Trends were the most complex in Italy as a result of the wide range of

varieties cultivated.

The sun-cured varieties as a whole have been in decline for several years;
this trend is slmost entirely due to the Xanti-Yaka variety, the area under
this crop having declined by more than 50% between 1968 and 1972. Since
1973 there has been some improvement as a result of the favourable world
situation, the area under Xanti-~Yaka having declined to a lesser exient

(by 11%) whilst the Perustitza and Erzegovina varieties have expanded by

17 and 20% respectively.

The situation of the Bright variety is very similar to that of the sun—cured

tobaccos; compared with 1972 area increased by 29% and production by 14%.

The Nostrano and Beneventano varieties, on the other hand, have continued to

decline as a result of changing market demand.

In response to a brisk demand,the production of Kentucky has been expanding
steadily in recent years; in 1973, production increased to such an extent

(by 30%) that serious marketing problems are to be feared.

Burley, which has been expanding constantly for several years, seems to have

rcached a ceiling at around 37 000 metric tons (1973 production). Despite
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a 4% increase in area, however, production declined by 4% in relation to
1972, At the same time, it is interesting to note that the Maryland
variety has been in demand on the market, taking the place of Burley in
marginal areas; production rose by more than 50% on the 1972 level

and production in 1974 is expected to be double that of the previous

year.

3. Supply situation

The Community has a considerable deficit in raw tobacco; the self-
sufficiency rate was only 30% for the original Community. With the
accession of the new Member States the rate fell to about 20%, mainly

as a result of these countries! dependence on flue-—cured tobacco of
non-Community origin (imports of flue-cured tobacco by the enlarged
Community represents about 50% of the total). The value of these
imports (7 = 800 million dollars in 1973) represents a substantial share

of the Community's deficit on agricultural account.
4. Trade

With a volume of 1.2 million metric tons, representing an exported value of
1.5 milliard dollars (in 1972), international trade in raw tobacco involves
aboul 25% of the total world harvest. Whilst 5 countries (United States,
Canede, Greece, Turkey and Bulgaria) account for about 60% of world trade, the
Cowwunity of Nine 1s the largest importer, with 40% of the total; +the

United XKingdom is the second largest, followed by Germany. Community
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imports from non-member countries rose steadily from 1972 to 1973 (by
about 2.5%). Among the associate members enjoying preferential
treatment, only Greece and Turkey have been able to increase their
exports to the Community to an appreciable extent (by about 30 000
metric tons in 1972). Consignments from the African countries and
Madagascar, however, have shown no change for several years

(5 - 6 000 tons).

According to import figures supplied by Member States, intra-Community
trade increased from 26 000 to 41 000 tons between ™1968" and 1972;

it should be recalled, however, that in reality this trade only concerns
Italian tobacco (Italy being the only member country to export domestic
production), the amounts involved being 8 000 tons in "1968" and

19 000 tons in 1972. These amounts, therefore, mainly consist of
tobacco imported from non-member countries and subsequently re-exported

t0 other Member States.

The available figures for sales of Italian tobacco in 1973 show that the
establishment of the common organization of the market in this product
resulted in a sharp expansion, since sales reached 30 600 metric tons
(an increase of about 300% compared with 1970) of which 22 000 tons

were exported to other Member States. It follows that exporis to
non-member countries also rose very substantially; in fact, they
tripled between 1970 and 1973.
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5. Prices

The norm prices for the 1974 harvest have been raised by an average of
11% for the different varieties. In relation to 1970 levels, they

have risen less than world prices.

As regards premiums, no change has been proposed on those applicable
for the 1973 harvest; in relation to 1970, however, the changes made
differ greatly from one variety to another in accordance with the

desired pattern of production.
6. OQutlook

Any medium—-term projection is very difficult to make because of the
strong and persistent pressure on world prices and speculative operations

designed to rebuild stocks.

It may be predicted, however, that world consumption will increase (by
about 3 - 4% per annum) more rapidly than production, despite numerous

anti-tobacco campaigns.

Demand will continue to be quite buoyant, with the regult that prices -

especially for certain varieties - could rise later on.

The Community's deficit position will not improve despite the fact that
a production increase is likely for certain varieties; for pedological
and climatic reasons, besides technical factors affecting production

(manpower shortage), this increase can only be a limited one.
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During the first four years following the establishment of the common
organization, profound changes took place in the production and
marketing structure of the tobacco sector, aimed at better adaptation
to the real needs of the market. In this respect, it may be noted
that intervention buying-in was 60% less for the 1972 harvest than

in 1970 and 1971.

However, marketing problems may continue to arise for certain varieties
in view of the permanence of the obstacles to reconversion in certain

regions of the Community.

7. Financing cosis

Expenditure by the Guarantee Section of the EAGGF in respect of the

tobacco sector amounted to 88.5 million u.a. in 1972 and 129.6 million u.a.
in 1973, and has been estimated at 176 million u.a. for 1974; i.e., 3.8%,
3.4% and 5.2% respectively of the Guarantee Section's total expenditure.

Of the total amount of 176 million u.a., 173.5 million represents price

subsidies and 2.5 million storage cosis.
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11, Fresh and processed fruit and vegetables1

I. Fresh fruit and vegetables

1, Introduction

Production of fresh fruit and vegetables in 1973 (including the portion intended
for processing) represented approximately 11.7% by value of final agricultural
production, or 29.2% by value of final crop production, and accounted for 2.7%

of the Community's utilized agricultural area.

According to the survey on farm structures conducted in 1966-67, 836 000 farms
cultivated vegetables in the eriginal Cemmnity and 759 000
had fruit tree plantations, the areas covered being 656 500 and 972 000 hectares

respectively.

These figures do not include areas planted with citrus fruit trees or used for

the cultivation of berries.

The positionsoccupied by the main fruit-and vegetable-producing Member States,

according to their production expressed in '000 metric tons, are as follows:

1573 (prov.) lst Member State 2nd Member State 3rd lember State
'ruit It&ly France Germany
g 500 2 228 1 700
Apples ! Italy france Germeny
2 05¢ . 1 600 1127
Fears o Italy France Germsny
1570 400 164
Peaches Italy France
1176 540 -
Citrus fruits Italy i"rance
2 687 18 -
Vegetables Italy France United Kingdom
10 600 4 663 (1972) 2 191 (1972)
Cauliflowers Italy France United Kingdom
615 430 337 (1972)
Tomatoes Italy France Netherlands
32 500 365

In the case of Italy, the figures refer to total production, whereas for the

other countries they refer to commercial production.

lSee Tables II.B/11.1 to IT.B/11.23 in the Annex.
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24 Production

In 1973, according to the provisional figures available, commercial fruit

production in the eriginal Community reached 15.4 million metric
tons, a quantity roughly equivalent to production in the years 1968-T1.

The increase of 8% with respect to 1972 is due to the fairly low production in

that year.

The production of the new Member States can be assessed at between 680 000 and
770 000 metric toms, but the complete figures for two of the new Member States
have not yet been obtained, so that a full analysis of the situation camnot be

made.

Despite the marked fluctuations in the gsize of harvests, due to the well-known

phenomenon of alternation, production was fairly stable.
The main products were:

(a) apples, the production of which - 5.5 million metric tons in the

original Community - represented 36% of fruit production.

The production of apples increased by 16% with respect to the previous year

but was still 4% less than the maximum production obtained in 1969-70.

(b) pears, which represented approximately 15% of commercial fruit production in

the original Community.

Production in 1973-74 was approximately the same as in 1972-73 and was at one
of the lowest levels since 1968/69, representing only 79%% of the maximum

production recorded in 1970-71.

(¢) peaches, the production of which was 1.7 million metric tons in 1973-74, i.e.

about the average level for recent years.

(3) citrus fruits, with a fairly stable production of about 2.5 million metric

tons.

The commercial production of vegetables in the original Community
was 15.1 million metric tons in 1973, as against 14.8 million in 1972, not
including production in France, for which the latest figures are not available but

which is usually just over 5 million metric tons.

In the three new Member States, the production of vegetables was 3.3 and
3.2 million metric tons in 1971 and 1972 respectively. Production for 1973 is
not yet known.
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(a) tomatoes, the production of which for the Community as a whole reached

4.5 million meiric tons - an increase of 7% over the figure for 1972,

(b) camliflowers, with an average production of sbout 1.6 million metric tons,

3. Consumption

In 1972-73, the total availabilities of fruit, citrus fruit and shell-fruit
(including preserves and fruit Juices expressed by weight of the fresh product)

were almost 240 million metric tons for the Community as a whole, including

20,6 million metric tons for the original Community.

For the original Community, these availabilities represent a
decrease of 6.3%in relation to 1970/71 and 1971/72, due mainly to the trend in
fruit other than citrus fruit and shell~fruit, for which availabilities have

decreased by 8 to 10%.

In 1972-73, according to the figures available for the original Community,

the uses to which fruit was put were as shown in the following

breakdown,
Human Industrial uses
Product . other than for Animal feed Losses
consumption food mamufacture
Fruit &g 2 1 8
ey +
of which: apples &4 8 0 8
pears ol 1 ot 8
o +
peaches o7 - 0 13
grapes 91 - - 9
Citrus fruit 93 6
+ .
of which: oranges 94 0 0 6
Shell-fruit G4 2 0] 2
Total a0 2 1 7

The industrial use of fruit other than for food mamufacture is very limited,

The availabilities of vegetables were 27.5 million metric tons for the Community

as a whole and 23.1 million for the original Community.

The second figure, compared with those for 1970~T1 and 1971-72, represents a

decrease of 8 and 4% respectively.
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as shown below.

vegetables in
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the original Community was

%

Industrial uses
Product conﬂﬁaﬁi on | other than for | Animal feed LOS::: dand
sump food mamufacture
Vegetables 87 0 12
of which: canliflowers 91 0 1 8
tomatoes 90 0 o 10

(2) Human consumption

The human consumption of fruit in the original Community

shows little change, having fluctuated between 18,5 and 19.4 million metric

tons in the period 1968-69/1972-73 without showing any upward or downward trend.

This consumption, which also includes processed products, represents about
100 kg per head, broken down roughly into 3.3 kg of shell-fruit and chestmuts,
22-24 kg of citrus fruits and 70-75 kg of other fruit, not including tropical

fruit (bananas, pineapples, etc.) and dried fruit.

These are, of course, averages, and individual consumption varies quite

considerably from one Member State to another.

From the incomplete data available for the three new Member States it emerges

that the consumption of fruit other than citrus fruit and sghell-fruit is far

1owér in these countries then in the original Community as a whole, since in
1972-73 it was only 32 kg in the United Kingdom, 3T kg in Ireland and 42.5 kg

in Denmark.

The human consumption of vegetables likewise shows a tendency to fluctuate:

gince 1967-68 it has wavered between 20.1 and 21.6 million metric ions, giving

a per capita co_nsumption which varies between 104 and 115 kg per year for the

original Community as a whole, but which differs from one Member State to
another (67 kg in Germany, 149 kg in Italy in 1972-73).

According to the information available for the new Member States, the per

capita consumption in 1972-73 was 68.2 kg in Ireland and 45.3 kg in Denmark.

(b) Animal consumption and industrial uses

Only very small quantities of fruit and vegetables are absorbed by these two

outlets, and the uses are for the most part fortuitous.
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(c) Rate of self-sufficiency

In 1972-73, the Community degree of self-sufficiency was particularly
high in the case of vegetables, for which it reached 94%; for citrus
fruit it was 34%, for shell-fruit 55% and for other fruit 76%.

k., Trade
In 1973, the total imports of fresh fruit and vegetables by the
original Community were 5.2 and 2.4 million metric tons respectively;

these figures are the same as for 1972 but 30 to 33% more than for 1968.

The total exports from the original Community amounted to
1.9 million metric tons of fruit and 1.7 million metric tons of vegetables;
for the former this represents a decrease of 14% with respect to 1972,

while for the latter the figure is the same as for the previous year.

Imports of fruit (except bananas and other tropical fruit) from non-member
countries were mainly of citrus fruit (more than 2.5 million metric tons
in 1972 for the original Community; Spain supplied

45.4%, Israel 18.0%, Morocco 15.0%, the Republic of South Africa 5.6%

and the United States 3.6%.

Imports of fresh apples, mainly from Argentina, the Republic of South
Africa and New Zealand, totalled more than 0.2 million metric tons, but

represented only a quarter of the quantities traded among the Member States.

The only individual figures available for vegetables concern fresh
tomatoes, imports of which amounted to about 250 000 metric tons,
approximately the same quantity as that traded among the Member States.
The main suppliers were Morocco (45.6%), Rumania (17.0%), Spain (16.6%)
and Spanish North Africa (15.9%).

The main export from the original Community to non-member

countries was apples (352 000 metric tons); these were sent to Austria,
the German Democratic Republic, Switzerland, Libya, Sweden, Finland,
and, in lesser quantities, to many other countries, including even
Venezuela and Brazil. These exports, however, represented only 3%8.6% of

the quantities traded among the Member States.

Exports of citrus fruit to non-member countries amounted to 301 000 metric

tons, 63.8% of this quantity being accounted for by lemons.

Exports to non-member countries were mainly for Switzerland, Austria, the
USSR and Poland; they represented about nine-tenths of the quantity traded

among the Member States.
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Stone fruit and pears were also relatively important (133 000 metric tons
and 115 000 metric tons respectively): they were exported mainly to

EurOpean countries, namely Switzerland, Austria, Sweden.

The main buyers of vegetables in 1972, apart from the United Kingdom,
were Switzerland (25.6%), Sweden (12%) and Austria (7.4%), but the total
exports to countries outside the EEC amounted to only 27.9% of the
gquantities traded among the Member States.

5. Prices

(a) Common prices

The basic prices and purchasing prices for the marketing year 1974-75
increased to such an extent that the resulting withdrawal prices, at
which producer groups buy back their members' unsold produce, are about
10% higher than the withdrawal prices for the marketing year 1973-7k4,
except in the case of apples and pears, for which the increase was about

7% and 4% respectively.

Compared with the withdrawal prices corfesponding to the first basic and
purchasing prices fixed for a complete marketing year (1967-68), the
withdrawal prices resulting from these basic and purchasing prices are on
average higher by about 59% for lemons, 58% for tomatoes, 55% for peaches,
50% for mandarins, 37% for table grapes, 29% for cauliflowers, 27% for

oranges, 23%% for pears and 17% for apples.

It should be emphasized firstly that this is an average increase calculated
on the basis of seasonal basic and purchasing prices and that it can
therefore vary according to period and product. Secondly, the 5% increase
decided upon by the Council in October 1974 is not included, for it

would have been difficult to determine its effecf upon the various products

in view of the differing marketing periods.

The reference prices, which determine the minimum level of entry prices
for imported products, showed an average increase between 1973=74 and
1974-75 of about 10% for tomatoes, cherries, plums, peaches and lemons,
and 4.5-6% for cucumbers, grapes, pears and apples, an increase which

likewise varied according to the period.

It is difficult, if not impossible, to make comparisons with the years preceding
1973=74, owing to the changes in the method of fixing the reference prices and
also to the calculation of the entry prices. These changes consisted in the
inclusion in the reference prices of a fixed amount determined on the basis of the

costs of transporting Community products from the production areas to the Community
consumer centres, Previously, in order to calculate the entry prices, the cost of
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transporting imported products from the Community frontier crossing points

to the representative import markets was deducted.

(b) Market prices

The prices of fruit and vegetables vary enormously from one time of the

season to another and, even if all other factors are equal, from one place

to another, or — within one and the same market - from one batch to

another,

and it is not always possible to explain these differences.

An individual analysis of the main products leads to the following conclusiohs,

based on average prices:

(1)

(ii)

(iii)

(iv)

Apples (Golden Delicious variety; quality class I; seize not less
than 70 mm)

The average prices for the marketing year'1973—74 were 30-40%

lower than for the previous year, although in Denmark the decrease

was only about 9%.

This reduction brought prices down to roughly the level for the 1971-72
marketing year. It should be pointed out that the production of
apples in 1972-73 had been fairly low and that this had had a

particularly favourable effect upon the price situation.

For several months in 1973-74, prices in some Member States (France,
Belgium, the Netherlands, Germany) were between 7O and 80% of the
basic prices.

Pears (various varieties; quality class I; size not less than

60 mm or 70 mm, according to the period).

The average prices for pears in the marketing year 1973-74 were
higher than those for the preceding year in a number of Member States
(12% in Germany, 27% in the Netherlands, 19% in Belgium and 53% in
Denmark) and lower in others (17% in France, 1% in Italy and 8% in
the United Kingdom). In all cases, however, they remained higher
than those for the marketing year 1971-72 and, except in Italy, they
were higher than the basic prices.

Table grapes (various varieties; quality class I).

The prices for the beginning of the marketing year 1974 were much
higher than the basic prices, but there was a drop in September.
Peaches (various varieties; quality class I; size 51/61 mm or

61/67 mm, according to the period).

Compared with those for the preceding year, the average prices for
the first part of the marketing year 1974 were appreciably higher



(v)

(vi)

(vii)

(viii)

(ix)
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in France and considerably lower in Italy. On the whole the prices
were far above the basic prices except on certain Italian markets,

where the prices for some varieties did not equal the purchasing price.

Lerons (quality class I; size 53/62 mm)

The average prices for lemons in the marketing year 1973~74 were higher

than the basic prices and roughly the same as in the marketing year
1972-13.
Mandarins (quality class I; size 54/64 mm )

The average prices for the marketing year 1973-74 decreased by more
than 14% with respect to the prices for 1972-73, thus returning to
approximately their 1971-72 level.

They were on the whole higher than the basic price except on one

market in January and February 1974.

Oranges (various varieties; quality class I; size 67/80 mm)

The average prices of oranges in the marketing year 1973-T4 were 30%
lower than in 1972-73, but remained higher than in 1971/72.

They were higher than the basic price in December 1973 and January 1974
but dropped slightly below the basic price in February, March and April.

Tomatoes ('round'; quality class I; size 40/47 mm)

Compared with the 1973 prices, the average prices for the marketing
year 1974 showed an increase varying between 7 and 13% in Germany,
the United Kingdom, Ireland and Denmark, and a drop of between 21 and
40% in the other Member States.

On the whole, the prices in 1974 were higher than the basic prices.
For short periods, however, particularly in Germany, France and Italy,
they were lower than the corresponding basic price, while remaining
well above the purchasing price.

Cauliflowers ('with leaves' or 'trimmed'; according to the period;
quality class I)

The average prices for cauliflowers were 10 to 40% higher in 1973-T4
than in 1972-73 except in Denmark and Germany, where they decreased

slightly by about 3 and 2% respectively.
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As in the case of tomatoes, the prices were generally higher than
the basic price except for short periods during which, in Germany
and Italy, they were lower than the basic price though higher than

the purchasing price.

(e) Morld prices

Strictly speaking, there are no world markets for fresh fruit and vegetables,
the prices for products being fixed more or less independently on the main

exigting markets.



— 94 -

For this reason, and in order to limit competition from the products of
non-member countries, certain temporary measures have been taken under
the system of reference prices and under the preferential arrangements

with certain Mediterranean countries in respect of citrus fruit.

(f) Consumer prices

Consumer prices were characterized by an average increase

over the 1972 prices which varied from 12 to 22% according to country.

Thig increase is much larger than that which occurred between 1971 and 1972

and which ranged only from 3 to 8% according to country.

6. Prospects

For a number of reasons, it is particularly difficult to outline the prospects

for the production of fruit and vegetables.

As far as vegetables are concerned, the rapid succession of crops on the same
land, which often enables two harvests to be obtained per plot, the
possibility of using a fixed or movable means of protection (greenhouses in
the first case and frames, mobile glasshouses, etc. in the second), the

very fragile nature of many of the products, which makes them particularly
sensitive to weather conditions, are all factors which can cause a rapid

and unexpected increase or decrease in production.

While, in the case of fruit, the trend of the areas planted can provide an
indication of production prospecis, since there is inevitably a time-lag
between planting and the appearance of the first crop - although the trend
of the total areas planted results from the combination "existing areas
minus 1liftings plus new plantings" - weather conditions and a certain degree
of alternation in the fertility of the trees have a marked effect on the

total volume of production.

Nevertheless, a fairly appreciable drop in the production of apples and

pears can be forecast for the marketing year 1974-75.
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T. Economic aspects of the measures adopted

(a) Import and export measures

1. Countervailing charges on imports

Abolition of the preferential customs duty

For the marketing year 1973-74, a countervailing charge on imports into

the Community was levied at certain times on cucumbers and tomatoes from
Rumania and Bulgaria and on some varieties of sweet oranges from Algeria,
while tariff preference was temporarily withdrawn from Spain for some of
its exports of oranges to the Community and from Tunisia for its exports

of lemons.

For the 1974-75 marketing year, countervailing charges have already been
introduced for cucumbers from Spain, Greece and Bulgaria, tomatoes from
Spain, Bulgaria, and Rumania, peaches from Spain and'Greece and table
grapes from Bulgaria and Rumania.

These measures, some of which have been in force for only a very short time,
have resulted in the recovery of the prices of imported products following

a drop or even complete halt in shipments to the Community.

2. Refunds

Export refunds have been fixed for some products. These refunds, which vary
according to product and which are generally fairly low, were fixed only

for destinations which afforded a real export outlet and where justified

by difficulties in effecting exports.

During the marketing year 1973-74, there were export refunds on fresh sweet
oranges, fresh mandarins, fresh lemons, fresh table grapes, nuts with and
without shell, shelled hazel nuts, apples other than cider apples, peaches
and tomatoes.

3. Protective measures for peaches

From 4 to 7 November 1974, it was decided to suspend the free circulation

in France of peaches originating in non-member countries.
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(b) International agreements

Imports of apples from the southern hemisphere normally arrive between

March and August.

In view of the glut of apples in the Community it was agreed, after discussions
with the principal exporting countries, that their exports during'the period
from April to June 1974 should be limited to 85% of the average quantities

exported to the Community during the same period in previous years.

(¢) Withdrawals from the markst

The quantities withdrawn from the market varied according to product during

the marketing year 1973-74.

Withdrawals of apples reached the unprecedented level of approximately

356 000 metric tons, thus greatly exceeding the previous highest figure of
296 000 metric tons, recorded in 196768, and being the equivalent of about
6.5% of production in the original Community. Withdrawals

were particularly heavy in France, where they amounted to 12.9% of national
commercial production and ranged between 0.9 and 5.7% of the other Member

States' production.

Withdrawals of pears represented 11% of commercial production in the
original Communitye. Most of these withdrawals were made in Italy,
where they amounted to 15% of production, but they represented little more
than 1% of production in France and 0.75% in the Netherlands.

Withdrawals of peaches, amounting to about 1.2% of Community production, were

at one of the lowest levels recorded for this product.

The quantity of cauliflowers withdrawn was negligible (0.1% of Community
production).

By contrast, withdrawals of tomatoes were the highest since 1967-68, although
the overall total represented less than 1% of Community production. These
quantities were at their highest in the Netherlands, both as a percentage

of national production (almost 11%) and as an absolute value; the withdrawals
were the result of unusual weather conditions which led to the simultaneous
presence of the market of hothouse and cold-house production, which normally

arrive at different times.

Withdrawals did not prove necessary in the case of other products liable to

require themmamely dessert grapes, oranges, mandaring and lemons.
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(d) Uniformity of prices

1. Accession comBensatogz amounts

With effect from 1 February 1973, accession compensatory amounts were
introduced for certain products and certain periods. These amounts are
reduced progressively after 1 January of each year in accordance with the

Treaty of Accession.
2. Monetary compensatory amounts
No monetary compensatory amount was fixed for fruit and vegetables.

(e) Measures to promote the marketing of Community oranges and mandarins

Measures to promote the processing of oranges

For the marketing year 1973-74, the financial compensation, i.e. market
penetration premiums1, under which special measures are taken to improve

the production and marketing of Community oitrus fruit, was maintained at
the previous levels, namely 4.0 u.a. per 100 kg net for mandarins; 5.0 u.a.
per 100 kg net for oranges of the Moro, Tarocco, Ovale clabrese, Balladonna,
Navel and Valencia late varieties; 4.0 per 100 kg net for oranges of the
Sanguinello variety and 3,0 uea. per 100 kg net for oranges of the Sanguigno

and Biondo comune varieties.

In application of the Regulation laying down gspecial measures to encourage
the processing of certain varieties of orangez, the prices to be paid

by processors to producers of oranges were fixed as follows: S5¢T Loae

per 100 kg net for class I products; 4.6 u.a. for class II productis;

3.9 u.a. for class III or mixed products. The financial compensation payable
to these processors was fixed at 2.6 u.a. per 100 kg net for class I products,
1¢5 u.a. for class II products and 0.9 u.a. for class III or mixed products.

1eouncil Regulation (EEC) No 2511/69, 9 December 1969 - 0J No L 318,
28 December 1969. ‘

2Council Regulation (EEC) No 2601/69 of 18 December 1969 ~ 0OJ No L 324,
27 December 1969.
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8. Financing costs

The expenditure of the Guarantee Section of the EAGGF for fruit and
vegetables, including processed fruit and vegetables, was 61.4 million u.a.
in 1972, 34.9 million u.a. in 1973 and is estimated at 68 u.a. for 1974,
iees 2.6%, 0.9% and 2.0% respectively of the total expenditure of the

Guarantee Section. The sum of 68 million ue.a. can be broken down into

17 million u.a. of expenditure on export refunds, 45.2 million u.a. of
expenditure on financial compensation and on purchases and 5.2 million u.a.
of expenditiure on special measures to promote Community citrus fruit,

the processing of certain varieties of orange and the free-of-charge

distribution of products withdrawn from the market.
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IT. Procesged fruit and vegetables

1, Introduction

The development of the fruit and vegetable processing industry is of considerable
importance for the agricultural sector. Its importance varies among the Member
States and depends mainly on the quantities of fresh products bought by the

industry for processing., The processing industry constitutes an outlet for the

growers which differs in size in proportion to these quantities.

In the Federal Republic of Germany, for example, the industry buys almost 55% of
the vegetable harvest and 51% of the fruit harvest., These percentages are 17%
and 20% respectively in the Netherlands, and 20% and & respectively in France
and Italy.’

There are some large processing factories, but most are small or medium-sized.
Some specialize in either vegetables or fruit and others process both. On the

whole, the number of undertakings, particularly the small ones, is decreasing.

1. Production

The total production of the original Community for the whole sector was
3 750 million metric tons in 1972 as against 3 825 metric tons in 1971 and
2 872 metric tons in 1968, The breakdown for the main groups of products is as

follows (in '000 metric tons):

Original Community Enlarged Community
Group of products 1971 1972 1972

preserved vegetables 1 615 1 580 2 487
product processed from
tomatoes 694 670 670

Total 2 309 2 250 3 157
preserved fruit and compotes 524 528 598
marmalades and jams 300 320 539
tomato juice 22 23 23
fruit juice 570 500 640l
citrus fruit juice 100 125 125

Total 1 516 1 496 1925
Grand total 3 825 3 746 5 082

lEstimate
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The main products include:

(a) tomato concentrates, Community production of which was 125 000 metric tons
in 1972, 24% less than in 1971;

(b) peeled tomatoes, with a total production of about 540 000 metric tons in
1972, an increase of 2% in relation to 1971;

(c¢) tomato juice, the production of which was about 21 000 metric tons, about
8%, more than in 1971;

(d) preserved peaches, the production of which was 79 000 metric tons in 1972,
as against 80 000 metric tons in 1971;

(e) orange juice, with a production of 80 000 metric tons in 1972, an increase
of 25 in relation to 1971;

(f) 1lemon juice, the production of which was 48 000 metric tons in 1972; this
is &b less than the 1971 figure of 51 000 metric tons.

3. ConsumEtion and trade

The available quantities of tomato concentrates were 132 300 metric tons, 19%
less than for 1972. This decrease was due mainly to the bad harvest in 1972.
Imports increased from 61 150 metric tons in 1971 to 65 000 metric tons in 1972,
while exports decreased from 62 000 to 57 700 metric tons in 1972,

The availabilities of peeled tomaioes were also lower in 1972, namely 388 700
metric tons, i.e., 9% less than in 1971, Imports rose from 3 500 to 11 750 metric
tons. There was a 46 increase in exports - 162 070 metric tons in 1972 as
against 110 650 metric toms in 1971.

There was a 7% increase in the consumption of tomato juice in 1972 (18 250 metric
tons). Exports remained roughly the same (3 800 metric toms), while imports
decreased from 1 840 metric tons in 1971 to 1 380 metric tons in 1972.
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The availabilities of processed peaches in 1972 were 180 000 metric tons in 1972,
i.e.y 20% higher than in 1971. This increase is the result of a rise in imports
from non-member countries from 80 000 to 100 000 metric tons in 1972, intra-

Community trade remaining approximately the same at 7 000 metric tons,.

Consumption of orange juice was 205 000 metric tons in 1972, 20% more than in
1971. Imports from non-member countries rose 110 000 to 130 000 metric tons in
1973.  The level of exports (6 000 metric tons) and the volume of intra-

Community trade (about 50 000 metric tons) remained the same.

The availability of lemon juice varied slightly: 41 922 metric tons in 1971 and
38 000 metric tons in 1972. The same applied to trade with non-member countries
(imports:‘ about 2 400 metric toms; exports: about 11 500 metric tons) and

intra-Community trade, amounting to about 11 500 metric tons,

4. Rate of self-sufficiency

The rate of self-sufficiency for all processed vegetables is about 101.4%. The
rates for the various groups of products are respectively 94.8% for preserved
vegetables, 135.3% for processed tomatoes, 40.9% for dried vegetables, 95.0% for

frozen vegetables and 90.7% for preserved cucumber.

For all processed fruit (excluding juices) the rate is 62 « 0%, The breakdown of
this figure is as follows: preserved fruit 52.7%, jams and marmalades 98.0%,
frozen fruit 1.7%. The rate of self-sufficiency for fruit juices (excluding

citrus fruit juice) is 64.7%.

De Prices

There is no price fixing in this sector; Member States still maintain their own

commercial policy in trade with non-member countries.
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Very high prices have been maintained both in the Community and at world level

for tomato concentrates, a product which has become Trare since 1972.

6. Prospects

This sector is likely to continue to develop, in view of the support shown by
consumers for more easily prepared foodstuffs. The Commission has transmitted
to the Council a proposal for a regulation providing for the liberalization of
trade with non-member countries, with measures for the protection and supervision
of certain sensitive products. It is not yet possible to predict the final form

of this proposal, or its effect upon trade.

Te Pinancing costs

See paragraph 8, under the heading "Fresh fruit and vegetables".
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11 a. live Elants1

1. Introduction

Consumption and production in the live plants sector, which includes bulbs,
flowers, mirsery seedlings and pot plants, have developed considerably in

the Community. Owing to the diverse nature of the sector and the lack of
statistics, it is not possible to give a detailed analysis. In 1972 the value
of the production of this sector was estimated at 2-3% of the value of the

total agricultural production of the Community.

2. Production

The production of live plants in the Community increased, according to the
most reliable estimates, from 815 million u.a. in 1963 to 1 700 million ue.a.

in 1972,

There are important centres for the production of flower bulbs in the
Netherlands, the United Kingdom and Belgium. The cultivation of cut

flowers is also concentrated in a few areas, although it is also supplemented
by local production. The situation is the same for mursery seedlings, while
pot plants are produced mainly in local undertakings, with the exception of

certain specialities.

3. Consumption
Consumption showed a comparable increase, from 674 million u.a. in 1968 to

1 528 million u.a. in 1972, in the original Community.

4. Prospects

The products in this sector are largely considered by consumers to be

luxury goods and are therefore likely to be among the first affected by a
reduction in general prosperity. A large proportion of production -
particularly cut flowers — has also been affected by the increase in heating
costs for greenhouses. It is therefore unlikely that the expansion of

recent years in this sector will contime.

TSee Table TI.B/11.24 in the Annex.
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12 Hons1

1. Introduction

The market in hops is truly a world market, characterized by vigorous trade
between countries. Hops are also very sensitive to variations in climate,
to disease and to parasites, and there are consequently considerable market
fluctuations from one year to the next., In 1973, world production was about
118 000 metric tons, an increase of 12.7% over 1972. During the period
1969-73, the world's hop—-producing areas increased to a greater extent than

demand, the result being a drop in prices.

The imbalance between supply and demand results from, among other factors,
the increasing use of hop extracts in the brewery industry and from the high
demand for varieties rich in alpha acids (Northern Brewer, Brewers Gold).
This has resulted in a proportional decrease in the use of hops per unit of

beer,
In 1973, there were 10 584 hop growers in the Community: a large proportion
of them were members of producer groups, the setting up of which is

encouraged under Regulation No 1696/71.

This figure can be broken down as follows:

Country Tumber of  Average area Number of Numbe? of growers
growers per grower (ha) ZToups belo to groups
(1) () ) ] '(4§ (4?5(13
Germany 8 591 2.3 3 6 218 72%
France 1 096 Te1 4 1 096 100%
Belgium 411 2.9 2 59 14%
United Kingdom 477 14.2 12 477 100%
Ireland 9 T+0 - -
TOTAL 10 584 - 10 7 850 T4%

See Tables TT.B/12.1 to II.B/12.4 in the Annex.

2Hops Marketing Board.
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2. Production

Community production was 52 650 metric tons in 1973, about 45% of world

production of hops; this represents an increase of 22.8% over 1972. This
sharp rise in production is a result of the increase in the Community hop-
producing areas, particularly in Germany, and is further accentuated by a

yield higher than the average for the last ten years.

The increasing demand for varieties rich in alpha acids has resulted in a

very high rate of conversion of varieties in all the Member States.

3. Consumption
D ———. W W Nt

The brewery industry is the only consumer of hops. The annual increase in
demand for bear is 4-5% in the world, and about 3% in the Community. (The
hichest increase in the production of beer is in the third world oountries).
The demand for hons is increasine less rapidly, by about 3% in the world and
about 1% in the Communitv. Since it therefore has greater availabilities,

the Comminity puts un larger cquantities of hops for exnort.
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4. Trade

In 1973, the Community exported 25% of its production to non-member
countries. Imports of cones and extracts from non-member countries,
particularly from the United States, decreased in relation to 1972. IExports
of cones to non-member countries continued to increase, but exports of
extracts decreased. In 1973, there was an increase in intra~Community
trade in extracts, to the detriment of non-member countries, but there

was almost no change between 1972 and 1973 in the total cuantities exnorted

by the Member States.

The fipures show that in intra~Community trade the use of extracts rose
hetween 1972 and 1973 and that trade in cones and nowders fell off., This
reflects the increasing use of extracts to the detriment of cones and

powders for beer—brewing in the industrialized countries.

5. Prices

In 1973, the average prices dropped by 17% in relation to 1972. Prices

for hons s0ld under contracts concluded in advance dromned by only 8%,

while orices for hons not sold under contract dronved by 40%. The cuantities
of hops s0ld on the free market increased and revresented 2% of Commnity
production in 1973, as against only 14% in1972. In a situation where
Community production greatly exceeds internal demand, the tendency of
nrodncers to sell more on the free market largely explains the drop in
prices. The conclusion of contracts between members of producer grouns

and buyers is essential in order to achieve a more balanced market and to
ensure a certain degree of stability. This is why Community resulations

encourage the setting un of producer grouns.
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6. Estimates

If the tendency to expand the world acreage were to continue at the same
rate as for 1969-73 (an average of 4.7% per year), a regular over-production
of hops on the world market and a parallel drop in prices could be expected

from 1975 onwards,

The results for 1974 show, howevery that there is a drop in the rate of
increase (acreage increase of about 2% at world level) which seems to be

more in keeping with the pattern of demand.

In sumy markets and prices are likely to become more stable in the next

two or three yearsy; provided that the trend seen in 1974 continues.

7. Einancing costs

The expenditure of the Guarantee Section of the EAGGF for hops was 4.6 million u.a.
in 1973 and is estimated at 8 million u.a. for 1974, i.e., 0.1% and 0.2%
respectively of the total expenditure of the Guarantee Section. The entire

€ millior u«a. is earmarked for compensatory price subsidies.
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13, Milk and milk products?l
1. Introduction

In 1973, milk and milk products represented 19. 3% by value of the Community

final production.

Total world output of milk products in 1973 can be estimated at 380 million
metric tons, whilst Community production amounted to 92 million tons, or almost
25%. The Community's output of milk products therefore represents a substantial

share of world production.

The survey on the structure of dairy farming, carried out for the first time in
the Community in December 1973, drew a clear distinction between dairy cows and
others. Results showed that 25.6 million dairy cows were being reared on

2.5 million individual farms, whilst about 6 million non-dairy cows were being
reared on 740 000 farms, Of the total number of farmers raising dairy cows,

two thirds - accounting for over 26.5% of the total cattle count - owned less
than ten animals. About 45 000 farmers (including 22 100 in the United Kingdom),
accounting for 13.5% of the total cattle count, own herds of more than 50 cows.
The average size of herds in the Community is 10 animals; it varies from 5 in

Italy to 62 in Scotland.

Concentration is most advanced in the milk processing sector. In 1973, the
mmber of milk processing concerns fell to below 10 000, of which more than

507 are in Ttaly. Tn the framework of the EAGGF (Guidance Section), a total

of A4/ projects have been granted aid amounting to approximately 152 million u.a.

durine the past ten years.

Tn view of the changes to the system of statistical surveys in the milk sector
in 19722, most of the data contained in this report are no longer comparable
with the figures given in preceding reports. For this reason, it has not been

possible to carry out a long-term comparative review in the milk products sector.

The 1973 report on the agricultural situation should be referred to on the subject
of the development of dairy farming in the original Community during the years
1968-1972.

YSee Tables II.B/13.1 to II.B/13.22 in the Annex.

2Council Directive No 72/280/EEC, 0J No L 179, 7 August 1972.
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Milk production and consumption

In December 1973, the total number of dairy cows in the Community was

25.6 million, an increase of 1.4% in relation to the previous year.

Trends differed, however, from one Member State to another. Expansion
was particularly marked in the Netherlands, Luxembourg and Ireland, whilst
in France the total population of dairy cows has also continued to rises
it showed little further rise in Germany and the United Kingdom, however,
and actually declined in Italy, Belgium and Demmark. The latest figures
available point to a further slight expansion of dairy herds in the

Community as a whole.

The series of sharp increases in milk sales and production recorded in
1972 did not continue.

Milk production, which amounted to 92.1 million metric tons in 1973, rose
by only 0.5%, It is expected to rise by 1% in 1974, to reach a production
level of 93 million tons. Thus the rate of increase in output roughly
corresponds to the annual increase in the Community's population, which

is about 1%,

This trend results from the substantial rise in production costs, especially
the cost of supplementary feeding stuffs. Income from milk has not risen
to the same extent, so that the overall profitability of milk production

has fallen.,

In 1973, 81.5 million metric tons of milk were delivered to dairies.

Except in Belgium, deliveries have continued to expand in all Member States,
the growth figure for the Community as a whole being 2.3%. Available
statistics suggest that a further increase will occur in 1974, bringing

total tomnage to about 83 million.
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The following table gives a breakdown of milk utilization in 1973:

Utilization of whole milk (%)

Milk for domestic consumption 26.3

Butter )

Skimmed milk powder ; S 375

Cheese 17.0
Condensed milk 2.9

Whole milk powder 2.2

Milk for feeding livestock 12.0
Miscellaneous 1.1

Total 100.0

3, Production and consumption of the principal milk products

(a)

(v)

Milk for human consumption

The downtrend in both production and consumption did not continue in 1973,
since total consumption was 26.5 million metric tons, 1.4% more than in
1972. A new trend has appeared in this sector, in the sense that
consumption of whole milk is declining, whilst consumption of skimmed

and semi-skimmed milk is rising. Cream sales are stagnant. The rise
in the consumption of fresh milk products (milk and milk-based beverages,

yoghourt) noted in recent years has slowed down.

For 1974, no significant change is expected in the structure of milk

utilization for human consumption.

Butter

Total butter production amounted to 1 733 000 metric tons in 1973. At the
beginning of the year, the market situation in the Community was affected

by excessively high stock levels.

The amounts on offer were swollen by imports previously contracted for,
together with a further increase in production of about 50 000 tons

(2.9% over the 1972 figure). At the same time, both absolute and per
capita consumption continued to decline, and as a result, the butter market

was in disequilibrium in 1973; however, the situation has eased since then

and in 1974 production will probably be 2% lower than in 1973. The decline
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in consumption recorded in previous years has been halted and it may be
expected that in 1974 Community consumption will once more increase, as
regards both butter sold at market prices and the quantities sold under
special conditions. This trend is due to lower butter prices, the
granting of aid to consumption in some Member States and the recent rise

in the price of margarine, which has in general had the effect of improving

the competitive position of butter.

Exports to non-member countries should resume their normal pattern after
the massive special sales — sometimes costing considerable sums - effected

in 1973 to ease the situation on the butter market.

As a result, stocks at the end of 1974 could amount to between 200 and 250

thousand metric tons, approximately the same level as at the end of 1973.

Skimmed milk powder

Production of skimmed milk powder in 1973 amounted to 1 845 000 metric tons,
an increase of 9.2% on the previous year. Community consumption in 1973
rose by about 100 000 tons, or 7.4% on the previous year's level, the total
figure being 1 468 000 metric tons. Only about 18% of this tonnage is sold
at market prices for human consumption, whereas 72% benefits from substantial
subsidies for purposes of utilization in animal feeding stuffs, more
especially for calf raising and fattening. Despite the quantities exported

in 1973, stocks rose further, by more than 100 000 tons.

As regards skimmed milk powder, the situation may be expected to remain
stable in 1974. Although production will be approximately the same as in
1973, sales for utilization in animal feeding stuffs will rise slightly in
the Community. Exports will probably reach the previous year's level,
with the result that at the end of 1974, overall stocks should scarcely

be larger than at the end of 1973. However, public stocks are expected
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to amount to 300 — 350 000 metric tons as against 166 000 at the end of 1973,

whilst stocks held by producers, manufacturers and in trade will be correspondingly
lower,

Cheese

In 1973, cheese production in the Community amounted to 2 690 000 metric tons,
exceeding the 1972 level by 1.5%. In 1974, production is expected to rise to
about 2 800 000 tons.

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

the near term; per capita consumption reached 10.5 kg in 1973.

On the other hand, the trends noted in recent years relating to the consumption

of the various types and qualities will probably continue.

Whole milk powder

In 1973, the output of whole milk powder rose to 424 000 metric tons, 1.9%
more than in 1972. About 60% of total production is consumed in the Community,

whilst 40% is exported to non-member countries.

No appreciable change is expected in this sector in 1974; production will

probably contimue to rise slightly.

Condensed milk

Condensed milk production further declined by about 1.3% in 1973, amounting

to only 1 334 000 metric tons. Lower internal consumption was only partially
counterbalanced by increased exports. Consumption is not expected to increase
in 1974; on the other hand, the outlook for sales on world markets is generally

considered favourable.
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(f) Casein

In 1973, Community production of casein was practically unchanged in relation
to the previous year, amounting to about 56 000 metric tons. In 1974, on
the other hand, production rose strongly - especially in France. This trend
is due to a decline in imports from non-member countries, since the principal
supplier countries to world markets have sharply reduced their output of
casein whilst increasing that of skimmed milk powder, which commands

relatively high prices.

4. Vorld Market Situation and International Trade
World Market

The international market for milk products in 1973 and 1974 was influenced

in particular by irregular developments in the USA and New Zealand.

The US situation was characterized by continued decreased milk production
turning the US Yo a net importer of milk products in 1973 through increased
import quotas for cheese, skimmed milk powder and ~ to a limited extent -
butter. Following the increased demand and increased import quota "break"
price US cheese production expanded, consequently reducing production of
butter/skimmed milk powder. Further extraordinary import quotas for
Cheddar and skimmed milk powder were introduced in the spring 1974.
However, the market was overloaded with "American cheeses" resulting

in lower market prices for cheese and consequently lower returns to milk
producers., Consumption, especially that of liquid milk weakened, thus
again increasing milk quantities available for butter and skimmed milk
powder production. Together with increased buyings of the CCC intervention
agency these events postponed further increases in import quotas expected
by the US administration in early 1974.
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In New Zealand the effects of droughts led in 1973/74 to sharp decreases in
export availabilities whereby New Zealand was unable to fulfil its special
import quota for butter to the UK in 1973 and 1974 and also unable to fulfil
its US import quota for skimmed milk powder in the spring 1974. However,
substantial reductions in traditional casein production made it possible for

New Zealand to maintain a fairly high level of skimmed milk powder output.

In Japan milk deliveries to the manufacturing sector decreased because of a
stagnant level of milk production combined with increased sales of liquid milk;
the result has been reduced production of butter and skimmed milk powder in 1974.
To these major events must be added the tight protein (soya) supply situation

in 1973, which supported the stability of the skimmed milk powder market, and

the extraordinary deliveries from EEC butter intervention stocks in early 1973,
which relaxed the market from the pressure of increasing stocks. Outside the
EEC butter consumption continued to weaken in most countries, however, at a
moderate rate, owing to improved price relationships between butter and margarine.
Cheese consumption continued to increase, in some countries at even a high rate,

partly because of increasing meat prices.

For milk powder and other preserved products changes in trade were mainly due

to changes in the supply and stock situation rather than changes in consumption.
EEC, exports

In total EEC butter exports — including food aid and special actions - increased
from 79 000 tons in 1972 to 410 000 tons in 1973 thereby increasing the TECYs
share of the world trade from about 20% to about'61%.

However, "normal" exports of butter increased "only" from 56 000 tons in 1972 to

86 000 tons in 1973, or by 54%.
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Total EREC cheese exports increased in 1973 by 24 000 tons or 18% wherehy the
Community share of world trade increased to 37% from 34% in 1972. EEC

exports of skimmed milk powder amounted in 1973 to 266 000 tons being 170 000
tons or 186% more than in 1972. TEscluding food aid deliveries "normal" exports
increased by 180 000 tons reflecting mainly the price development and importing
countries! expectations regarding future supplies. Exports of casein remained
stable in 1973 compared with 1972 amounting to nearly 12 000 tons.  After
several vears of decreasing exports of condensed milk the Community of Wine

in 1973 increased its exports to non-member countries by 80 000 tons or 23%.

The increase in the Netherlands amounted to nearly 50 000 tons or 19%.

EEC imports of butter from non-member countries totalled in 1973 about 160 000
tons; New Zealand delivered about 131 000 tons to the UK or 35 000 tons less

than the special quota provided for in Protocol No 18 of the Treaty of Accession.

The UK cheese imports from New Zealand in 1973 amounted to 46 000 tons or
23 000 tons less than the quota. EEC imports of Emmentaler cheese, etc.

under consolidated tariff terms continued to increase in 1973.

In Italy imports of this type of cheese, originating from Switzerland, increased
in 1973 to 17 000 tons from 14 000 tons in 1972. Imports of casein in the
Community continued, owing to the consolidated import duty, at about the same
level in 1973 (25 000 tons) as in 1972.
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5« Prices

(a) Milk: target price and producer prices

The target price for milk was fixed at 12.42 u.a./1OO kg for the 1973/74
marketing year, an increase of 5.5% on the previous year's level. At the
beginning of the 1974/75 marketing year, the price was first fixed at
13441 u.a./100 kg (+ 8%) but subsequently raised to 14.08 u.a./100 kg

(+ 5%) with effect from 7 October 1974.

The intervention prices for butter, skimmed milk powder and certain
Italian cheeses were raised to ensure that - in accordance with its
definition - the milk target price would be obtained for the entire

tonmnage sold by producers during the marketing year.

Producer prices for milk varied appreciably in 1973/74, not only between
one Member State and another but also from one dairy or region to another

in individual countries.

The price rises which it had been hoped to ensure for producers did not
altogether materialize in 1973. High inflation rates led to increases in
treatment and processing costs to an unforeseen extent. This trend appears
to be continuing in 1974, with the result that the new target price has not
led to a corresponding profit increase for Community producers. Whilst in
previous years the average producer price in the Community has invariably
been higher than the target price, it must be expvected that in 1974

producer prices will at best equal the target price.

(b) Wholesale and consumer prices

The trends of these prices in Member States have been running more or

less in parallel with the intervention price. As a result of strong
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inflationary pressure in all Member States, the indices of both wholesale
and consumer prices for milk and milk.products have in certain cases risen
more rapidly than delivery prices to dairies, since increased charges at
the various marketing stages were passed on to the consumer. This trend

has continued in 1974.

(c) World market prices for milk products remained throughout 1973 and
the beginning of 1974 at a fairly high level. Butter prices were
supported by extra imports in 1973 in the USA, Canada, Japan and
Switzerland of 67 000 tons. Regarding cheese prices the US quota
"break" price was increased to 69 US ﬁ/lb and. 78 US £/1b in March 1973
and Aoril 1974 resvectively. With the exception of the USA, as a whole
the market remained firm. Also skimmed milk powder prices stayed firm
and increased throush 1973 and the beginning of 1974 owing to the stock

and supoly situation.
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6. Outlook 1975/76

A, EEG: Milk production in 1975 and 1976 will probably expand by 1-2%
anmally. Cow numbers will contimue to increase moderately, however,
depending on a stabilization of the meat market, whereas milk yield per
cow, on a short term basis, may tend to stabilize or decrease due to
higher prices on concentrates. Still, the moderate increases in total
EEC milk production and deliveries can lead to notable increases of
production of individual milk products. As sales possibilities of cheese
to several export markets may decline due to changes in national import
policies, the EEC production of butter and skimmed milk powder may again,
in 1975 and/or 1976, tend to surpass the development of consumption and
exports, thereby leading to further accumulations of stocks. An important
factor in determining the degree of stock accumulation is ‘the extent to
which subsidies on butter consumption and on skimmed milk/skimmed milk

powder used for feeding purposes are maintained.

B. World market: In the USA milk production - for structural reasons -
will probably tend to stagnate or decrease in the long term, whereas in
the short term it may be difficult to stabilize production by raising
internal prices because it is substantially hampered by inflation and
high feedprices partly caused by disappointing harvest results in 1974.
Price increases and inflation effects in general may also — in the short
run — tend to reduce consumption, thereby offsetting to some extent the
expected increasing import requirements. On a long-term basis, however,
the structural development of the milk production may necessitate increased
imports of a.o. butter and skimmed milk powder. New Zealand is expected
to regain its normal production capacity thereby increasing in particular

the butter and skimmed milk powder production. Australia has increased
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considerably its technical milk powder capacity. In Japan the stagnating
milk production and the rapid increase in liquid milk consumption may lead
to further increases in the imports of butter and skimmed milk Dowder.

For cheese several importing countries have announced their intention to

reduce imports in order to support local production.

In total, without considering the non-commercial sector (food aid etc.) it
seems that world supplies of particularly skimmed milk powder and butter

in 1975 and 1976 will be at least sufficient to cover commercial consumption,
therefore limiting the possibilities of further market price increases for

these products,



- 120 -

7. BEconomic aspects of measures taken

(a) import levies

In accordance with Article 14 of Regulation (EEC) Wo 804/68, the
levy must be equal to the threshold price less the free-at-—frontier

pricee.

The free~at-frontier price must be determined on the basis of the most

favourable purchasing opportunities in international trade.

For the principal milk products, the trend of this vprice has been as

follows:

(1) skimmed milk powder:
prices increased steadily in 1973 and 1974, rising from
42 v.a./100 kg in Jamary 1973 to 71.5 u.a./100 kg in
September 1974

(ii) Tdutter:
little change occurred during the period under review;

prices were around 65-70 u.a./1OO ke

(iii) cheese (Gouda and Chedder):
in 1973 prices declined in the period Jamiary-December,
from 84 to 58 u.a./100 kg for Gouda; and
from 98 to 73 u.a./1OO kg for Chedder;
in 1974, prices of these products recovered, reaching (Septembér 1974)
68 u.a./100 kg for Gouda and
92 u.a./1OO kg for Chedder.

In general, it may be said that the import levies made it possible to
maintain the traditional import patterns of certain special types, such

as Emmentaler, Tilsit, Butterk&se and sheep's milk cheeses.

The Community production of basic products such as butter, skimmed
milk powder and cheeses for processing was adequate to meet the needs

of internal consumption.
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As a result, the trade showed no great interest in importing these

products.

(v) Export refunds

In accordance with Article 17 of Regulation (EEC) No 804/68, to the extent
necessary to enable products to be exported, the difference between the
prices for those products in international trade and the prices in the

Community may be covered by an export refund.

In fixing the refund, particular account has to be taken of the objectives
of the common organization of the market in milk and milk products, in

addition to the economic aspects of the exports concerned.

The refunds, established in accordance with these criteria, were stable
during the first nine months of 1973 and declined steadily from October

onwards .

For exports to the United States, refunds were fixed in accordance with
the situation on American markets. For example, for skimmed milk powder
the refund was fixed at zero for this destination from Jamuary 1974 onwards.

For cheeses, which represent one third of the Community*s exports,

refunds have declined regularly since October 1973.

From 12 July 1974 onwards, following threats by the American authorities
to apply "countervailing duties", refunds on exports to the United States

were temporarily suspended for all products.
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Subsidies for skimmed milk, skimmed milk powder and casein

Subsidies for skimmed milk utilized in animal feedingstuffs are granted in

the following cases:

- skimmed milk obtained as a by-product of farm butter production on farms
(327 000 metric tons in 1973);

~ skimmed milk obtained on dellvery of cream to dairies (227 000 metric tons

in 1973);

— skimmed milk sold by dairies (4 271 000 tons in 1973).

The gquantities of liquid skimmed milk utilized in animal feedingstuffs are
tending to decline. For 1974, this amount may be estimated at 4.5 million

tons for the Community.

In 1973, subsidies were granted for 1 193 000 metric tons of skimmed milk
povder used in animal feedingstuffs. The quantities for which aid was
requested in 1974 were slightly higher, so that the amount used in the
preparation of feedingstuffs can be estimated at 1.25 million tons. The

upward trend noted in previous years has not continued; it appears that a

. saturation point has been reached, since it has been customary for some

time to employ special feedingstuffs rather than whole milk in calf raising

and fattening.

Subsidies for skimmed milk converted into casein were adjusted very cautiously
during the years 1973 and 1974. Nevertheless, an appreciable increase
should be expected in 1974: about 2.3 million metric tons as against

1.869 million tons in 1973, a rise of 23%.

This expansion wac made possible by the small quantities on offer on world
markets. For this reason among others, France, for example, was able to

increase its production sharply.
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Intervention measures

In the framework of the common organization of the market in milk and milk
products, four types of intervention measure relating to storage can be

employed:

- public and private storage of butter;

- public storage of skimmed milk powder;

- public and private storage for certain Italian cheeses;

~ private storage for certain types of long-keeping cheeses.

Butter

At the beginning of 1973, public stocks of butter amounted to 245 000 metric
tons. From April 1973 onwards, bowever, this amount declined steadily - to

about 95 000 tons in mid-October 1974.

In 1973, about 410 000 tons were sold at cut prices; of this amount, 300 000
tons were exported in the natural state or after processing (USSR; food aids;
ghee). From September 1073 onwards, the special export measures applied
only to food aid (18 000 tons of butter in 1973 and 36 000 tons in 1974).
The special measures concerning sales within the Community mainly related

to sales to the ice cream and confectionery industries {about 7 000 tons

per month) and to the armed forces and non-profit-making bodies (1 500

- 2 000 tons per month).

Private stocks of butter gualifying for subsidies amounted to 166 000 metric

tons in 19273 and 225 000 metric tons in 1974.

Finally, the following measures were applied to aid sales of fresh butter

or butter from private stockss:

- sales a% veduced prices for social purposes (15 200 tons in 1973 and

about 35 000 tons in 1974);

- supplementary aid for drawings on private butter stocks for direct

consumption: about 30 000 tons (applicable in 1973 only);
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- national and community subsidies for the consumption of fresh butter
(applied only in the UK and Ireland).

Skimmed milk powder

At the beginning of 1973, public stocks of skimmed milk powder amounted to
about 50 000 metric tons. Since then, stocks have increased, especially
during the 1974/75 milk marketing yearand a further 225 000 tons have been
stored since 1 April 1974.

Drawings on stocks have been effected mainly in comnection with food aid;
they amounted to about 40 000 tons in 1973 and 52 000 in 1974. During
the first nine months of 1974, about 15 000 tons were sold for animal
feedingstuffs (at 2 u.a./100 kg above the intervention price) and 2 500

tons for export.

Italian cheeses

In 1973, no intervention measures were applied to Italian cheeses. From
January 1974, however, a certain amount was admitted to the system of
private storage aid; at the beginning of October 1974, this amount was
about 10 000 tons.

Logg—keeging cheeses

Certain types of long-keeping cheeses, especially those consolidated under
GATT sheep's milk cheeses requiring at least six months for maturing, may
qualify for private storage aid. In 1973, the total amount so aided was
about 9 000 tons (Emmental type); for 1974, the amount will be about

15 000 tons (Fumental and Pecorino Romano).

Food aid

gince 1970, food aid measures by the Community have included measures
concerning skimmed milk powder and butter in the form of butteroil. From
1970 to 1972, the greater part was allocated to the World Food Programme.

From 1973 onwards, however, bilateral forms of aid were established and now

account for the greater part of the aid granted. The quantities promised for

1974 cannot be delivered in their entirety this year; the balance, about
30 000 tons of skimmed milk powder and 15 000 tons of butteroil, will be

delivered in 1975.
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£) Price uniformity

Accession compensatory amounts
In accordance with Article 86(1) and (2) of the Treaty of Accession, the

compensatory amounts for the milk products sector should have been calculated
on the basis of the difference between market prices in the original

Community and those in the new Member States.

Given that it was not possible to determine representative prices for milk
products, or that such prices would have led to abnormal divergencies
belween price levels, the accession compensatory amounts were calculated,

in accordance with Article 86(3), on the basis of the compensatory amounts
applicable to butter and in respect of the butterfat content in each
individual product. No special problems were encountered in the application

of the accession compensatory amounts.

In accordance with the Council Decision of 20 September 1974, Denmark will
apply the common price level for butter before 1 January 1975. As a result,
the accession compesnsatory amounis between Denmark and the original

Community will be abolished.

Mounetary compensatory amounts

411 nilk products with the exception of casein are subject to the system of

moncbary compensatory amounts.

The principle of the limitation of such amounts1 was applied solely to
inporls of New Zealand butter by the United Kingdom, under the terus of
Protoczol No 18.

For these imports, a special levy and a special compensatory amount are

fixed and, once imported into the UK, this produce may not be rc—exported.

As a result, the linmitation of the compensatory amounts applying to these
products has not entailed a similar limitation in relation io butier from

other sources.,

TEEC Rezulation No 974/T1.
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This provision, which was applied during the period 2 July 1973 to 31 January

1974, did not raise any obstacles to trade.

Up to 2 December 1973, a single monetary compensatory amount was fixed for

all cheeses. As a result of the progressively widening divergencies

between the parities of the various currencies, there was a danger that

this single rate would hinder trade. From 3 December 1973, therefore, a more
flexible system of monetary compensatory amounts was introduced, to ensure better
correspondence between the amounts and the different groups of cheeses

with similar characteristics.

On T October 1974, the corrective amount applicable in countries with
revalued currencies since 14 May 1973 was abolished. This corrective,
which had the effect of reducing the intervention price for skimmed milk
powder in Germany and the Benclux countries by 2 u.a./1OO kg, modified

the milk support price by’1.5%.

In general, the application of monetary ecompensatory amounts in the milk

products sector did not give rise to any particular difficulties.
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Financing cosis

Expenditure by the Guarantee Section of the EAGGF in respect of milk
products amounted to 573.7 million w.a. in 1972, 1 497 million u.a. in
1973, and have been estimated at 1 390 million w.a. for 19745 i.e.,
respectively 24.6, 39.2 and 40.9% of the Guarantee Section's total
expenditure. Of the total amount of 1 390 million u.a., 405 million will
be allocated o export refunds, 103 million for storage, 765.6 million

for price subsidies and 116.4 million for food aid.
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Beef and veal

1. Introduction

In 1973 beef production (adult bovine animals and calves) represented almost

15% of the value of final agriecnltural nroduction.

The number of farms engaged in beef production is approximately 3.3 million,

abont 50% of all farms in the Community.

The area growing animal fodder in 1972 represented 58.5% of the Community's
TTAA. Since heef nroduction is dependent on land, it is not surprising that
the larger Commmity countries are also the main producers of beef and veal,
with France at the ton of the list.

The Community, with 15% of world production, holds second place, along with

the USSR, among world producers of beef and veai, but is well behing the USA.

2. Production

(a) The cattle count

In December 1973 the cattle count increased by 3.8 million head over
NDecember 1972, an increase of 5% in the enlarged Community and 4.3% in
the original Community. The largest increases in cattle numbers were

racorded in the Netherlands, Ireland and the United Kingdom.

'See Tables II. B/14.1 and IT. B/14.6 in the Annex.
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The average annual increase in cattle numbers recorded in the pnast has
been about 1%; in the next two years an anmmal increase of 1-27. is
expected; the todal should, therefore rise, from 78.5 million head in
December 1973 to slightly more than 80 million head in December 1975.

Production of beef and veal

Slaughterines

Slaughterings of adult bovine animals totalled approximately 17.6 million

head in 1973, about the same level as in 1972,

Since September 1973, there has been a very sharn increase in the
slanghterings of adult bovine animals; during the first quarter of 1974,

there was an increase of about 17% compared with the first aquarter of 1973,

An increase in slaughterings amounting to 2.3 million head, or 137 more
than in 1973, can be predicted for 1974 as a whole,

In the last few months of 1974, there should be a drop in the rate of

increase of slaughterings for the following reasons:

- the very high total of slaughterings at the end of 1973, wvhich wes

very much greater than for the same period of 1972 — by about 207;

~ the considerable drop in market prices, which suggests that, after -
the cattle have been hrought off grass, there will he 2 rise in

market nrices;

- the introduction of nremiums to promote the orderly marketing of
adult bovine animals for slaughter; since the premium is gradunated,

nroducers will be encouraged to defer slaughterings.

In certain areas, however, animals may be slaughtered at an earlier age

because of the lack of fodder and the high price of feedingstuffs,
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Slaughterings of adult bovine animals may therefore be estimated at

approximately 19.9 million head for 1974, the annual rate of increase

Community.

In 1975, the incresse in slanghterings is likely to be about 3% and
slanghterines of adnlt bovine animals shonld total abont 20.5 million

head.

dlanghterines of ecalves show a different trend from that of élauxhterings
of =2dnlt bovine animals, Tn 1973, slavehterings of calves were 6:5%
lower than in 1972, and the increase in the number of calves slanghtered

m2v be estimated at 7.9¥ in 1974 an& 1.5@ in 1975,

The total slanghterings of adnlt bovine animals and calves are likely to
inerease in 1974'hy more than 11% (27.1 million head) and, in 1975, hy
2,77 (27.9 million heﬂd),kthus makine mmch larger emantities of meat

available on the market then in the nast.

Slanghtering coefficient (rmmber of slanghterines/pumber of live animals)

While +the slanghtering coefficient decreased from 24.5% in 1972 to 23.%7%
in 1973, it increased considerably in 1974, particularly for calves, to
the fignre of 25.37; +this snggasts that the renlacement of bféeding
stock will he enrtailed and that there will be a dron in the number of
young hovine anim2ls fattened, ~nd therefore that bheef nrodvetion will

develon less ranidly,

Averase slanghter weisht

The average slanshter weight of adult bovine animals increased considerably
in 1973 and for several months, vprobably as a reaction to the drop in
market nrices, there has been n glight dowmward trend in the slanghter

weirht of 24111 hovine animals,

Tikewise, the ~verage slavghter weight of calves, which showed =

substentizl inerease in 1972, is now increasing less ranidly.
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From 1968 until 1971 the production of beef and veal increased steadily,
and then in 1972 it decreased sharply by 8—9?, with the result that in
1972 and 1973 the level was below that of 1968.

In 1973 the nroduction of beef alone was 4.9 million metric toms, &d.
lower than in 1970 a2nd 1971. In 1974, however, there will bhe a very
sharp ingrease of about 14% in production; beef production for the
current year may be estimated 2t 5.6 million metric tons, and there are

o~

likely to be further increases in:production in the next few years.

The production of veal, having remained in 1973 at the 1972 level,
namely O.7 million metric tons, will be about 0.8 million metric tons
in 1974, and therefore much higher than in 1972.

The total production of beef and veal, which was about 5.6 million metric
tons in 1973, will be 6.3 million metric tons in 1974, i.e., 0.7 million

metric tons more (~n increase of 13.37).

The long—term develonment of production shows =n =verage increase of

slightly more than 2.1% per year.

In the sphere of beef and veal production, there are three main types
of breeders corresponding to the three main categories of animals

slanghtered, namely:
~ culled cows and young cnlves (milk production);
- sross-reared adult bovine animals (beef animals);

- vomg male bovine animals fattened with cerenl-based feedingstuffs,

Over recent months, there has been o very sharp increase in the production

of young male bovine animzls (young bulls).
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Consuqnilgg

-re

Consnimmtion of heef =nd veal

In the original Community the per capita consumption of beef and veal
increased steadily from 1964 to 1971; in 1972 and 1973, however, it
stabilized at arownd 24,3 kg in the Community, about 1 ko less than the

maximim attained in 1971,

After 2llowance for the increase in population, the total consumption
of beef and veal increased considerably from 1964 to 1971; in 197?,

however, it decreased by about 0.2 million metric tons.

Human consumntion of beef and veal in the Commmnity was at the same level

in 1973 as in 1972, namely about 6.2 million tons.

In the 1l2st few years, in which there has been very rapid economic
exnansion in the original Cormmity, ner capita consumntion has increased
by an avermge of about 1.3% per year, and 2llowing for the ponulation
increase of 0,8~0.9% per year, total consumption in the original Community

has therefore increased by about 2.7 per year.

The per canita consumntion of veal in the Community, which was 3.2 ke
in 1971, decreased in 1972 to a greater extent than that of heef, and
was only 2.7 kg in 1972, representing 117 of the total consumption of

beef and veal,

leccording to the most recent information available, there is likely to

be 2 =light incrense in the consumntion of beef and vezl in 1974.

et o

Negree of self-snfficiency

In 1972 and 1973, the Commmity's degree of self-sufficiency for beef
and venl was anrnroximately 86.57, reflecting a deficit of almost

0.9 million metric tons; this nercentage is mich lower than that of

1971 (2bont 91.87 with a deficit of just over 0.5 million metric tons ).
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As a result of the high level of imports of beef and veal in 1973 and public
buying-in by intervention agencies in 1974 a certain amount of beef and veal
remained in storage at the end of 1973, and the same is likely to occur at

the end of 1974, At the end of September 1974, the quantities of intervention
beef and veal in storage totalled more than 0.2 million metric tons.

Trade

The enlarged Community, like the original Community in the past, is deficient
in beef and veal.

In the original Community, intra~Community trade since 1968 has shown an
average annual increase of 8.7%, having risen from 327 000 metric tons in
1968 to 474 000 metric tons in 1972, a tonnage increase of 147 000 metric tons.

Imports of beef and veal from non-member countries, facilitated in 1972/73

by measures taken to combat shortage, have developed remarkably over the

last few years.

The annual rate of increase in imports from non-member countries was 12.6%,
one and a half times higher than the annual increase in intra~Community trade.

In the enlarged Community, intra~Community trade in beef and veal showed a
slight recession in 1973, with 876 000 metric tons as against 883 000 metric
tons in 1972.

Imports of beef and veal from non-member countries reé,ched the record level in
1973 of 951 000 metric tons against 943 000 metric tons in 1972 and 652 000
metric tons in 1971; the quantity of frozen beef and veal imported from non—
member countries increased from almost 330 000 metric tons in 1971 to about
550 000 metric tons in 1972 and 1973.
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The Community's external trades
000 metric tons

1974

Trade 1971 1972 1973 18t half
Imports from non-member »
countries
Beef and veal 652 943 951 211
of which live animals - 170 190 169; 91

fresh or chilled meat 153 203 234

frozen meat 329 550 548
Exports 110 58 75 16
Net trade balance 542 885 876 -

* Provisional figures

Exports of beef and veal to non-member countries were 75 000 metric tons in
1973 against 58 000 metric tons in 1972 and 110 000 metric tons in 1971.

In the first quarter of 1974, the qﬁantities imported from non-member countries
were approximately 166 000 metric tons and the quantities exported about 8 000

metric tons.

In'the Community, the external trade deficit in beef and veal, which rose from
542 000 metric tons in 1971 to about 880 000 metric tons in 1972 and 1973, has
thus reached, in the last two years, a record level representing a percentage

increase of more than 60% and a tonnage increase of about 340 000 metric tons.
This deficit is mainly attributable to Italy (40% of total imports).

The United States of America and the Communify are the world's two main

beef and veal importers.
The two main suppliers of beef and veal to the Community are:

(i) Argentina, which supplies almost a third of the total imports;
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(ii) Eastern Europe, which supplies more than a fifth of these imports,

and in particular Hungary, Poland and Romaniaj
(iii) Australia (12%);

(iv) The other exporters in Latin America (14%), in varticular Brazil
and Urugay; '

(v) Yugoslavia and Austria, which supply 6% and 3% respectively of the
beef and veal imported, and which are the most important of the

remaining suppliers.,

5. Prices

(a) Common prices

The guide price for adult bovine animals is at present 101.33 u.a./1OO ke
live weight and for calves it is 118.65 u.a./100 kg live weight.

The guide prices for 1974/75 were increased a first time by 11. 9% for adult
bovine animals and by 8. 9% for calves, and a second time, on 7 October 1974,

as for all other agrlcultural products, by SA.

Compared with 1968/69, the guide vrice has increased by 49% for all adult

bovine animals and by 29.7% for calves.

(b) Market prices

In 1973/74, there was a reversal in the price trend on the market in beef
and veal; following a rise since the 1968/69 marketing year, market prices
showed a downward trend in 1973/74.

Whereas market prices during the marketing years from 1968/69 to 1972/73
showed an average increase of about 9% ver year, an average drov in these

prices of 6.2% was recorded between the April-September semesters of 1973

and 1974.

In 1974, the prices for adult bovine animals fell contimuously, except
for a slight seasonal recovery in prices.in the spring, and they reached
a very low level when cattle were taken off grass in October 1974, namely
about 81 u.a./100 kg live weight, approximately 80% of the new guide

price.
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Development of the prices for adult bovine animals

u.a./'OO kg live weight

Period Change
72/73 73/74 T4/75 | Gocoser 1%/

Price October 1
Guide price applicable

in October 78.00 86,20 101.33

Market price 92.39 87.16 81.00 - Te1%
Market price as % of

guide price 118.4% 101.1% 80%

Import price 66.79 77.85 57.00 ~26.8%

The market price for calves is at present 118.85 u.a./100 kg live weight and
is therefore below the level of the new guide price.

(¢) Import prices

The import prices recorded for live animals and fresh or chilled meat have
shown a similar development to that of market prices in the Commmnity, but

to a more marked degree.

From the 1968/69 marketing year, import prices first of all increased at an
average rate of 14% per year and then as can be seen from a comparison of
import prices for the same six months® period (April—September),‘there was
a 25.5% drop in these prices between 1973 and 1974.

World market prices for frozen meat (ocarcases), alse dropped by 124 between
September 1973 and September 1974.

() Consumer prices

Since consumer prices for meat fell slightly in some member countries in
1974 and remained stable, although at a relatively high level, in the

others, it follows that there was an increase in the trading margin in

meat in 1973/74.
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From 1973 to 1974 the demand for meat, in value terms, contimed to
inorease; consumption stagnated or decreased in terms of quantity because of
more stable consumer prices, at a time when the general economic

situation was unfavourable.

(e) Cost of animal feed

The very sharp rise in prices, particularly for cereal-based feedingstuffs,
may result in a reduction in the number of young bovine animals fattened in

the next few months.

6. Outlook

In view of the very high rate of slaughterings in the Community in 1974,
there is likely to be a slower rate of increase in cattle numbers in the
next two years; the anmal rate of increase will probably be 1-2% in
December 1974 and in December 1975.

The anmial rate of slaughterings is also likely to decrease gradually,
and reach between 2% and 3% in 1975 and 1976 compared with 1974 and 1975

respectively.

The very high level of slaughterings since autumn 1973 suggests that
female stock will be replaced to a lesser extent than in recent months.
This should result, in the medium term, in a slower increase in beef

and veal production.
The production of beef and veal may be assessed as follows:

in 1973: 5.6 million metric tons

in 1974t 6.25 to 6.40 metric tons
(an increase of 650-800 000 metric tons compared with 1973)3

in 19752 6.35 to 6.60 million metric tons
(an increase 100-200 000 metric tons compared with 1974)

in 19762 6.35 to 6.80 million metric tons

(an increase of about 200 000 metric tons).
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An increase in beef and veal consumption is expected for the following

reagons.:
(i) the fairly low level of meat prices;
(i1) the measures taken at Buropean level to encourage consumption;

(iii) +the expected resumption of the Community's economic expansion

(+ 3.5% in 1975, as against + 2.5% in 1974).

The anmial increase in beef and veal consumption could amount to 300 000

metric tons in 1975 and 1976.

On 1974, the Community will import about 300 000 metric tons of beef and veal
and foreseeable exports may be put at 100 000 metric tons. Furthermore, in
view of the large amount of intervention buying-~in, at least 200 000 metrioc

tons will remain in stock at the end of this year.

With regard to the next two years, consumption is likely to exceed production
and, account being taken of the stock remaining at the end of 1974, import

requirements may be assessed as follows:

in 1975: 100=200 000 metric tons;
in 1976: 200-300 000 metric tons,

Since the supply exceeds a demand affected by the general economic situation,

it is difficult to predict any major recovery in market prices before the end
of 1975.

In the long term, there is unlikely to be any significant increase in the
Community deficit, and the Commnity's degree of self-sufficiency, almost
99% in 1974, should remain above 93%.

T BEconomic aspects of the measures taken under the common organization
of the market in beef and veal

(a) Uniformity of orices

Whereas Denmark aligned its prices with thé common ievel of prices immediately,
the prices fixed for 1974/75 in the United Kingdom énd Ireland for adult bovine
animals and calves are still rather different from the Communify prices

(86.10 u.a./1OO kg liveweight for adult bovine animalé); as a result, in trade
with the United Kingdom and Ireland, there are still fairly high accession
compensatory amounts (15.23 u.a./100 kg liveweight as the basic compensatory

amount for adult bovine animals).
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(v) Market support measures

Tn order to mitigate the fall in prices resulting from the surplus and
from declining consumption, the Community has introduced a succession of

measures to rebalance supply and demand:

(i) protective measures at fronfiers,vincluding a suspension of
imports of beef and veal from non-member countries, a decision
taken in July 19743

(i) market clearance measures:?
. granting of increased export refunds;
. direct purchases by public intervention agencies (about 0.3 million
metric tons);

. granting of private storage aidj

(1ii) measures to stimilate consumption (publicity, sale at reduced prices

for social purposes);

(iv) when cattle are taken off grass, granting of premiums for deferred
marketing of beef animals and, in certain areas, premiums for

retention of beef herds.

Tn order to facilitate the improvement of the structure of beef and veal
production, the Community also introduced in 1973, and maintained in 1974,
the system of premiums for converting dairy cattle to meat production and

premiums for the developmeﬁt of specialized stock rearing for meat production.

(¢) International agreements
Under an agreement concluded with Austria, Sweden and Switzerland, individual
levies are fixed on imports of live bovine animals and fresh and chilled beef

and veal from these countries.

Reduced levies are also applicable to certain imports from Mistria (meat for

industrial use) and Yugoslavia (baby beef).

Owing to the length of time required for sea transport, the Comminity has
agreed to the advance-fixing of the levy for chilled meat imported from
Argentina and Uruguay.
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8. Financing costs

The expenditure of the Guarantee Section of the EAGGF on beef and veal was

T4 million units of account in 1972, 16,6 million u.2, in 1973 and is

estimated at 300 million u.a. for 1974, i.e., 0.03%, 0.4% and 8.8% respectively
of the total expenditure of the Guarantee Section. The amount of 300 million ue.a.
may be broken down into 60.5 million u.a. for the cost of export refunds,

120.5 million u.a. for storage and 119 million ue.a. for price subsidies. As a
rough indication, the expenditure of the Guidance Section of the EAGGP was

11 million u.a. in 1971, 12 million u.a. in 1972 and may be estimated at

13 million u.a. for 1973,
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Pigmeat

1. Introduction

Pig production in 1973 accounted for over one fifth (approximately 23.5%) by
value of livestock production, and 13.7% by value of final agricultural

production in the Community.

In Denmark, pig production is the principal item of agricultural production

with 30% by value of final agricultural production.

In terms of weight, pigmeat is the major source of meat nroduction with

between 42 and 43% of the total muantity of meat produced in the Commmity.

The pigmeat sector includes live pigs, carcase meat and cuts (e.g. ham),
bacon, lard, sausages and sausagemeat and practically the whole range of

canned meat or meat preparations, including cooked dishes.

Pig-raising is carried out in almost half the farms in the Commmity, that

is in 2.8 million farms; the sfructures of nig vroduction still differ very
widely from one country to another, not orly in the breakdown between
breeders, breeder-fatteners and fatteners, but also in the scale of nroduction
units; in 1973, the average number of pigs per farm in the Commmity was

25, the figures ranging from an extreme of 140 in the United Kingdom to less
than 10 in Italy. It should be noted, however, that pig production is
mndergoing a process of specialization accentvated by the disappearance of
smallholdings and the concentration of production, especially of fattening,

in large units.

'See Tables II. B/16.1 to II. B/16.6 in the Armex.
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The Community is one of the most important producers of pigmeat, producing
more than one fifth of the total world output of pigmeat and occupying

second place after China (People's Republic).

Pig production is mainly concentrated in the areas bordering the North Sea

and English Channel, and in Northern Italy.

As a result of the fact that certain regions specialize in pig production,
there is a tendency for slaughtering to take place in or near the production

areas,

Pigmeat is chiefly used as fresh pork or in the form of manufactured products;
hence the pig cycle from slaughtering to distribution is fairly evenly
distributed among:

— the small producers, butchers, pork butchers and caterers;
- the industrial curing sector;

- the commercial sector nrover (retailers and modern forms of distribution).

2+  Production

In the Community, the production of pigmeat is currently, like beef and veal,

in an upward cyclical phase; on 1 August 1974, the pig population (approximately

73.2 million head) was approximately 2% greater than in the same period of
the previons year and the breeding stock was approximately‘s% uD. It should
bhe noted however that the cyclical development of production has been held
back during the last 18 months as a result of the very sharp rise in the.
rrice of nie feed (fodder cereals, soya, ete.), particularly in the three

new Member States.

The number of nigs slanghtered in 1973 was approximately 101.1 million head,
that is 0.57 less than in 1972, For 1974, it is expected that there will

be an average increase of 3% in the number of animals slaughtered.
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In 1973, the average weight of slaughtered pigs was 81.2 kg in the Community,
and 87.2 kg in the original Community; while relatively stable in the
original Community, the average weight of slaughtered pigs has greatly
increased in the new Member States, rising from 64 kg in 1972 to 66 kg in 1973,

the year of their entry into the Community.

In 1973, the production of pigmeat amounted to approximately 8.2 million metric
tons, an increase of 0.5% over 1972. For the first half of 1974, it is
estimated that pigmeat production is slightly higher (1.1%) than in the same
vperiod in 1973; different trends from one country to another have been noted
during this period: in France production has fallen by 2.6% whereas in the
United Kingdom and in Benelux it has increased by 6.5% and 7.1% respectively;

in Germany and in Denmark, the production of pigmeat has remained stationary.

For 1974 as a whole, pig production in the Community will probably be
approximately 3% up, a moderate increase after iwo years of relative stagnation

in production.

3« Consumption
In 1973, the consumption of pigmeat in the Community levelled out and barely

maintained its 1972 level of 8.2 million metric tonms.

The annual per capita pigmeat consumption was 32 kg in the Community and

32.5 kg in the original Commmnity.

In the original Community, the long—term increase (1963-1973) in the annual
per capita consumption of pigmeat was twice that of beef and veal, the

increase being some 2.7% On average per annum. Given that the annual increase
in the pooulation is of the order of 0.9%, the overall consumntion of pigmeat

has risen on average by some 3.6% per annum.

The Community of Nine, like the Community of Six before it, can be considered

as being self-sufficient in pigmeat.
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The degree of self-sufficiency, which is near 100 (99.6 in 1973), varies

only slightly on account of cyclical supply trends.

Trade
L~ -1

The pigmeat market has been characterized in past years by a spectacular
development in intra~Community trade; as a result of the scale of the trade

in pigmeat (bacon) between Denmark and the United Kingdom, the intra~Community
trade has increased even further, reaching in 1973 a level of almost |
1.5 million metric tons; in the original Community, the level of intra-
Communitiy trade increased from 266 000 metric tons in 1967 to 792 000 metric
tons in 1973; that is, in six years, a tripling of the quantity traded, or

an average increase in trade of more than 20% per anaum.

The deficit countries in pigmeat in the Community are:

(1973 figures in brackets)

United Kingdom (~640 000 melric tons)

Cermany (=346 000 metric tons)
France (~205 000 metric tons)
Ttaly (~186 000 metric tons)

and the surplus couniries:

Denmark (458€ 000 mectric tons)
Netherlands (+462 00C metric tons)
BLEU (4275 000 metric *tons)
Treland (+ 37 000 metric tons)

A

As far as externul trade is concerned, exports of pigmeat from ihe Community
in 1973 amounted to 281 000 metric tons and imports to 311 000 metric {ons,
thus showing a slight deficit of 30 000 metric tons compared with a deficit

of almosti 100 000 metric tons in 1972.




- 145 -

Among non-member countries, the principal trade partners of the Community

were:

(a)

(v

)

as suopliers: - the United States of America, particularly for lard;
- the Eastern Européan countries, in particular Poland,
the German Democratic Republic, Romania and Hungary;
— Sweden;
~ China;
as customers - the United States of America (preserved meat products);
-~ the Republic of Cuba (lard);
- Japany

- Sweden,

Prices

Common vrices

For the 1974/75 marketing year, the basic price for carcase vnigs,
anplicable for Class II of the Community pig carcase classification scale,
has been increased to 97.65 u.a./100 kg with effect from T October 1974.
This nrice has a double finction, firstly to serve as a threshold for
gettines in motion intervention measurés on the market (market price

lower than 103/ of the basic price) and secondly to serve as a basis,
where necessary, for the calculation of buying-in prices, which are

fixed in a bracket of between 85 and 92% of this basic price.

Market prices

In 1973, the Community market price for nig carcases was 108.53 u.a./1OO kg,

an increase of more than 257 over the average price in 1972.

From the beginming of 1974 onwards, there was a veritable collapse of
pig carcase prices at the slaughter-house; the Community market price
fell from 115.55 n.2./100 kg in December 1973 to 82,06 1.2./100 kg in

Jnuly 1974, a fall of approximately 29% in seven months; in Germany,

the main producer and consumer of pigmeat in the Commumnity, this fall
exceeded 33% and the same is true in Belgium and the Netherlands, Germany's
principal suppliers. Since the increase in pig production during this
same period was lower than the average increase in consumption recorded

over the last ten years, it is apparent that this exceptional drop in



- 146 -

prices on the pig market must be considered as the result of the

deterioration in the general economic situation, particularly in the

- United Kingdom and in Ttaly, both large importers of meat, and of the

abundant supply of other types of meat on the market.

During August and September 1974, there was a slight

seasonal recovery

in prices, and the most recent reference price for pig carcases fixed
for the week 7 to 13 October 1974 was 94.44 u.a./1OO kg, a level

equivalent to approximately 96.7% of the new basic price.

Development of pig carcase prices

R

Period [Aug.~Oct.|Nov, 73~
1973 Jan. 74
Prices
Sluice-gate
price + levy 87.81 89.54
73/14
*arketing
_year
Basic price 82.50 86.00
Market price | 111.69 [113.58

u.a./100 kg

Feb,—Avr,.} May-~-July &ug.-Oot.>Variation
1974 1974 1974 | 74/137
91.59 93.31 99.612 15457

101,413
73/14
marketing
year
86.00 86.00 | 86.00° | 13.5%
970653 :
101.63 86.95 | 90.61 | 18,97

Source:

EC Commission, DG

VI.

Since the common organization of the pigmeat market came into operation

on 1 July 1967, pig prices have followed two cyclical trends with a

duration of approximately three Jears and a movement between the high

and 1ow p01nts of the cyeclical curve of some 207, for pig carcases and

more than 409 for piglets (see graph).

IThe rate of varietion has been calculated on the basis of +he figures

underllned.

‘Prices valid until 7 October 1974.
3Prices'valid from 7 October 1974.
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From one pig cycle to the next, there has been no easing, but rather a
worsening of approximately Sﬁ, of the movement beliween ilhe high and low point
of the cycle, and, furthermore, a lengthening of the cyclical period from three
to four years scems at prescnt Lo be oceurring in the Community. The long-

erm developnent of market prices shows that the upward tendency in pigmeat

prices has becu lessc than that for beef and veal.

(¢) Horld prices

On the world market, the sharp rise in the price of fodder cerzals and of
the protein-rich feeds xceded for pigs resulited in 1973 in a considerable

inerease in pigmeat prices.

These world prices fell, as did the Community prices, during the first
months of 1974 1o a. level below the Community sluice~gzale Frlce The
Community was therefere obliged, as from.1 May 1974, to apply additional

~

levies on-top of the noriel levy dmports of pigucal lrom non-meumbor couniries.

(d) Jonswner priceu
While the producer pricco for moal have fallen conwiderably in recent

montha, it secms,. on ik other hand, thal comsumer prices have remained

relatlively stable and have not followed a parallel downward tendency.

T ; 2 have therefore remaived ol a relalively high level, and this
L wodg possible a considerable inerease in the marketing margine.

*

fe) price of animal fecdingslulfs

During the last 18 months, follqwing the considerable rise in the price
ol folder cereals on the world market and to a lesszer extent in the Community,

vhe prices of pig feed {fodder cereals, soya, olc.) have increased

on average by some 25%,
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6. Outlook

(a) In the short term, supplies will increase slightly while demand will
be held back as a result of the large availability of beef and veal,
and as a result a relatively low level of prices is o be expected
for pigmeat until the end of Spring 1975.

(b) In the medium term, a less marked increase in production is to be
anticipated as a result of the fact that market prices are currently
lower than prime costs, and one can therefore expect a rise in prices
from the second half of 1975 as the consumption of pigmeat regains
its former level. ' '

T. Economic aspects of the measures taken under

market in pigmeat
(a) Levies and refunds

Within the framework of the trade arrangements with non-member countries
the Commission, after consulting the Management Committee, adopted
the normal measures for market management, namely:

- in respeot of imports: the quarterly fixing of the sluice-gate

‘ prices and levies on the basis of the development of fodder cereal
prices; and fixing of additional amounts, as from 1 May 1974, on
the basis of the fact that the sluice-gate prices were not being
adhered to by the suppliers of pigmeat from non-member countries;

- in respect of exporis: the granting of refunds covering the difference
in prices between the Community and the world market, particularly
for the traditional patterns of trade of the Community; as a result
of the persistent rise in fodder cereal prices on the world market,
the amounts of the refunds were reduced as from 1 November 1974.
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(b) Intervention measures on the market

Since the Community market price for piz carcases fell at the end of
June beloy the threshold for the nvttln" in motion of intervention
measures, the Commission, after consulting the Management Committee
for Pigmeat, granted aid for private storage, from 10 July 1974 for
frech pigmeat, from 2 September 1074 for canned ham and shoulders,
and from 1 November 1974 for dried and/or oﬁOk“d hc‘oo Up to the
precent time, this aid has been granted in re“pﬁct of some 2) 000

metric tons.

(c¢) Community scale for the classification of pir~ carcases

On a proposal from the Commission, the Council! has amended the
Community scale to make possible the classification of pig carcases

on common bases throuzhout the Community as from 1 November 1974.°

Financing cogts

- : 3

The expenditure of the Guarantee Section of the EAGGF in respect of pigmeat
anounted to 42.5 million u.a. in 1972, to 26.7 million u.a. in 1973 and

are estimated at 75 million u.a. in 1074; that is, 2.1%, 2.5% and 2.2%
respectively of the total expenditure of the Guarantee Section. The amount
£ 75 million u.a. can be broken down into 62.5 million u.a. for
expenditure on export refunds, 7.2 million u.a. for storage expenditure

and 5¢3 million-u.a. in degressive national aid grented to Irish pig




- 151 -

16, Eegs'

1 Introduction

In 1973, eggs represented approximately 4.7% of the value of final

agricultural production in the Community.

This percentage has not changed appreciably during recent years, but

there has been a remarkable transformation in the structures of production.

In 1962, flocks of laying hens rarely exceeded a few thousand birds. Since
then there has been a consistent process of concentration, though not
necessarily at the same pace in all the Member States. In general, production
units keeping between a few hundred and a few thousand birds have been the
first to disappear, In contrast, units with between 5 000 and 100 000 laying
hens - sometimes as many as one million — have come to have a decisive
influence on the market and now provide more than 50% of the total egg
production. This trend is still continuing, although at a slower rate

since 1972,

Parallel to this process of concentration, the relationships between
production, processing and marketing have taken on a contractual form
which sometimes goes as far as complete integration. When this is the
case, the activities and responsibilities of the producers, of the
suppliers of chicks and compound feedingstuffs énd of the egg vacking
centres are covered by contracts and are subject to the decisions of a
single management. This contractual system accounts for 30-50% of total
production, depending on the Member State, but the pércentages are

appreciably higher if the observation is limited to marketed oroduction.

The concentration of nroduction in large units and the integration of this
production to varying degrees have resulted in the disappearance of many

small and medium-sized commercial undertakings in the noultry sector

1See Tables TT.B/16.1 to IT.B/16.7 in the Annex.
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who were unable, owing to their limited size, to adapt quickly and

effectively (packing centres, breeders, producers and hatchers).

At the same time, the role of the small intermediate trade (particularly
egg collection) has decreased in importance. The concentration of supply
facilitates the direct sale to large distribution units such as supermarkets

and retail chains.
2+ Production

Community egg production in 1973 amounted to about 3 779 000 metric tons
about (65 milliard eggs) and seems to have been 3-4% higher in 1974. This
expansion has had important repercussions on the development of prices.
It can be seen that, despite the above-mentioned restructuring of the
market, a slight change in supoly can have a considerable effect on
vrices. In 1974 it has once again been shown that, notwithstanding the
modernization of egeg production, there has been a failure to find
effective means of matching supply to demand and thereby ensuring greater

market stability.
3. Consumotion

It has to be admitted that the difficulties encountered as a result of
the abundant supply in 1974 cannot be put down exclusively to the volume
of this sunnly. In every year up to 1973, there was an increase in
consumntion and an annmual ner capita consumption of 14 kg was achieved.
In 1974 this trend was halted and in certain Member States there was

even a decrease in consumvtion.

Changes in consumer spending habits, in this case away from the consumption

of eges, seem to be the reason for this phenomenon.

As far as egg products are concerned, there are no changes to report,
the use of eggs in the food industry having altered very little.
Depending on the Member State, between 5 and 10% of the production of

egss in shell is used for processing into egg products.
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4, Supplies and trade

In the original Community, supplies were vrovided almost completely by
indigenous proauotion. The accession of the three new Member States has
not changed this situation, since the production of these three States
likewise covers their requirements, This situation exvlains the low

level of trade with non-member countries. Imports,from the countries

of Fastern Furone, are limited to supplies intended for processing

into egg products. In general, these imports henefit from the annlication
of Article 8 of the basic Regulation No 122/67/EEC, which lays down that
certain non-member countries may undertake to respect the sluice~gate vrice

and thus be exempted from the payment of any additional amounts.

A number of egg-processing pvlants also obtain sunplies in non—member
countries at relatively low prices under the inward nrocessinz traffic
system; +this allows them to use their processing capacity to the

maximum and to take part in the international trade in egg products.

The exports from the Community are limited in quantity and are directed
towards a few traditional importers, such as Switzerland and Austria,

and occasionally to other non-member countries. These exports are tending
to decline as a result of the keen competition from the countries from

Fastern Burope and of the gradual reduction in the exvort refunds.

Within the Community, there are two main trade flows, namely from Belgium

and the Netherlands to Germany.

5« Prices

The situation of complete self-sufficiency explains the vulnerability
of price levels. A deficit or surplus of 1-3% occurring during a short
period when it is impossible to restore the equilibrium of supply and
demand by means of imports or exvorts is sufficient to cause price

fluctuations incommensurate with the variation in the volume of supplies.



- 154 -

Examples of this were the deficit of 1973 and the surplus of 1974, which
were accompanied by abnormal rises and falls in price. In the latter

case the producer price barely covered the variable costs of productione.

At the consumption stage, the retail prices do not follow these variations
in the same way and are more stable, although the margin between retail

prices and producer prices is tending 1o increase.

6. Prospects

In spite of the changes in the structures of production, processing

and marketing that have taken place over the last ten years, the

cyclical movement of supply and, consequently, of prices remains characteristic
of this sector. Accordingly, a reduction in supply and a corresponding
recovery of prices is to be expected in 1975. Naturally, this movement

will be influenced by the relation between feedingstuff prices and market

prices, as well as by any consumption shifts of the kind mentioned above.

Trade is likely to be restricted to small cquantities intended for
nrocessing. The movement of exports will be determined by the policy
followed by the Community on the question of refunds in the light of
general economic considerations (world supplies of fodder cereals and

nrotein sources.

7. Measures adonted in the context of the common organization of markets

(2) In 1974, the Council adjusted the components of the calculation
for the fixing of the sluice-gate prices and levies. The conversion
rates and flat-rate amounts were accordingly changed. This adjustment
was rendered necessary by the extent of technical progress in recent
vears and by the appreciable increase in certain costs of production

and processing (energy, labour, etc.).
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The effect of the measures adopted is a reduction in the levies and

an increase in the sluice-gate price.

(b) The rise in the prices of fodder cereals on the world market
resulted, each quarter, in an increase in the sluice-gate prices,
whereas component (a) (cereals) of the levy steadily decreased and

actually disappeared during the third quarter of 1974.

(c) The amount of the export refund, linked during previous years to
component (a) of the levy, followed the reduction and eventual disapvpearance
of this component. However, the difficulties encountered on the market
during the spring created a crisis situation to combat which the Commission
granted a refund, on a temvorary basis as from 1 August 1974, to ease the

market situatione.

(3) Owing to the trend of cereal prices in the United Kinedom and
Ireland, it nroved necessary to fix an "accession" compensatory amount
in the egg sector. This amount is based on the amount applicable to
fodder cereals and has been fixed at O since 1 Februvary 1974.

(e) At the monetary level, compensatory amounts were anplied, again

based on the amounts fixed for fodder cereals,

8. PFinancins costs

See noint 8 of Section 18: poultrymeat.
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17 Epultrvmeat1

1. Introduction

In 1973, poultrymeat accounted for an estimated 4.5% of the value of final

agricultural production. -

For most types of poultry, production is highly concentrated, and the number

of fatteners in the whole Community is no more than a few tens of thousand.

By way of example, in the table chickens sector, which represents three

quarters of the total production of poultrymeat, the average size of flock,

which did not exceed a few thousand in 1963, has increased each year and now
exceeds ten thousand birds in a number of Member States. Since it is possible

to rear five or six broods per year, it will be understood that the production

of table chickens amounts to very considerable cquantities. A similar development
can be seen in respect of turkeys, ducks, and guinea fowls, but has not affected

the production of geese.

The contractual system, involving varying degrees of integration, has very
ravidly become widespread in this sector, much more so than in the egg sector;
this is especially true for the chicken sector but also for turkeys and guinea
fowls, and 90% of production is now thought to be under this system. The
manacement of one or more inteprated production units is most frequently directly
or indirectly in the hands of manufacturers of compound feedingstuffs or of
resional, national or international multiple-activity firms (private or

coonerative companies).

2. Production

The total production of poultrymeat has increased rapidly over the last ten
vears, and in 1973 amounted to an estimated 3.2 million metric tons. The

estimated breakdowﬁ of this figure is as follows:

o e -

TSee tables IT.B/17.1 to I1.B/17.6 in the Amex.
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table chickens 69%
boiling fowls 1%%
turkeys 14%
ducks %
guinea fowls %
zeese -

As regards chickens, the main feature of 1974 will be an increase in production
of approximately 16% resulting in a considerable fall in producer prices and

financial difficulties for all those concerned in this production.

As regards frozen chickens, efforts are being made in the trade to reduce
the effects of the imbalance hetween supply and demand. Accordingly, a
voluntary and concerted reduction in parent stocks or in incubation batches

should make it vpossible to reduce production by approximately 10% compared

with 1973.

3. Consumption

Tirine the last ten years the progress in production technigues has made it
possible to suoply chickens at nrices which are low compared with the price
of red meat during the same period. This situation has stimulated consumption.
The same remarks apply to the other types of poultry. In 1973, the per capita

consumotion can be estimated at 12 kg (Community average).

As has already been noted for eggs, 1974 has been marked by a certain degree
of stagnation in consumption. One possible reason is that the higher nrices
during recent months and especially the reductiors in beef and veal and pigmeat
prices have changed the conditions of competition between the various tynes of

meat on the market.

In order to opromote the sale of poultrymeat, an effort has been made to present
it in more varied and more attractive forms (poultry cuts - various prepared
forms). Although these products have been well received and the turnover is
increasing, technical, financial and commercial difficulties still remain,
which will have to be overcome before the products can be sold in very large

quantities,



4o Supplv and trade

Tt can be said that the Community is fully self—sufficient in the poulirvmeat
sector. The supplving of the market by oroducts from non—member countries
only amounts to significant quantities in respect of poultry cuts, ducks and
geese. The poultry cuts come mainly from the USA, the ducks and geese from
the countries of Bastern Furope. In 1973, the total cuantity imported

amounted to 60 000 metric tons.

The exnorts from the Community consist mainly of fattening chickens and,
in lesser quantites, of culled hens and certain poultry cuts. Quite a
mmber of countries in Furope, Africa, Central and South America, the
Middle and Far Fast,take these exports. Without refunds, these exvorts
become difficult and may even dry up. In 1973, 95 000 metric tons were

exported.

Trade within the Community is limited essentially to the supply of approximately

50% of the requirements of Germany. Among the suppliers, the Netherlands occupy

a dominant position. The trade relations between the original Community and the

new Member States are almost non—existant on account of the maintenance of health
and veterinary measures at the frontiers. A certain amount of trade between

the original Member States still seems to come up against similar measures.

5. Prices

The year 1973 was marked by high prices for almost all types of poultry,

but the increase in the price of animal feed absorbed a substantial part of

the profits that might have been expected from this favourable market trend.
The first signs of a crumbling of prices avpeared at the beginning of 1974,

pvarticularly for fattening chickens. During the spring, the fall became

more marked and vprices dronped below production costs, at both the rearing
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and the slaughtering stages.

In spite of the fact that the greater part of this sector is integrated,
thus meking it possible, in certain cases, to spread the losses among
all those concerned, the trend of the market brought about a veritable
crisis. During the second half of 1974, there was a slight recovery

to the extent that the granting of export refunds for a few months made
it possible to clear the market. As in the egg sector, the variations

in the price of chicken had little effect at the retail marketing stage.

The variations in the prices for other types of poultry were in line

with those for chicken, but were less marked,

6. Outlook

The present situation of the economy as a whole makes it difficult to

draw up forecasts for the future equilibrium of suvpply and demand. It

is accepted that a period of crisis discourages production, leading to

an improve situation of equilibrium and thus to an immediate recovery of
prices. The reduced investment in recent months in parent birds, which
produce eggs for hatching, gives rise to the hope that this will be the
trend. However, it is the relationship between the prices that the

producer can obtain and the price of compound feedingstuffs which necessarily
determines the level of this equilibrium. The consumer's reaction to the
prices of poultrymeat and those of other types of meat is also an unknown
element which can have very appreciable effects on the market. Few changes
in trade are foreseen, since imports are not expected to involve other types
of poultry and since exports are dependent, to a large extent, on the refunds

which may be granted.

7. Measures taken under the common organization of the market

(a) In 1974, the Council adjusted the components of the calculation for
the fixing of sluice-gate prices and levies, The change in the
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conversion rate had become necessary as a result of the considerable

technical progress achieved in recent years, in particular, in the production

of chicken-meat and turkey-meat. Moreover, the considerable increase in
production and processing costs (energy, labour, etc.) brought about an
increase in the standard amounts. The effect of the measures adopted is a
reduction of the levies and an increase in the sluice-gate price,

(v) Since the world market price of feed grains has increased considerably,
the sluice-gate pnrice adovted each quarter has followed this trend,
whereas the cereals comvonent of the levy (component 'a!) declined and

in fact disapveared during the third cuarter of 1974.

(c) The amount of the export refund granted in respect of poultrymeat products,
which is generally linked to commonent ta' of the levy, declined
and then disappeared as of 1 May 1974. However, since the Community
market was encountering particular difficulties in the fattening—chicken
sector, it was decided, for the period 1 May to 31 July and then for the
veriod 15 August to 31 October 1974, to grant a refund to ease the markei

situation.

(d) In the light of the trend in feed grain prices in the United Kingdom
and Ireland, it proved necessary to fix an accession compensatory amount
for the poultrymeat sector, This amount is based on the amount

anpnlicable o fodder cereals and has been fixed at zero since 1 February

1974.

(e) Monetary compensatory amounts were also fixed on the basis of the

amounts fixed for fodder cereals.

8. Pinancing costs in respect of eggs and voultrymeat

The expenditure of the Guarantee Section of the EAGGF amounted to

11.8 million uea. in 1972, to 23.3 million u.a. in 1973 and is estimated
at 15 million ue.a. for 1974; +these figures represent 0.5%y 0,6% and

C 4% respectively of the total expenditure of the Guarantee Section.

The amount of 15 million u.a. is all earmarked for export refunds.
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18, Tigherv productsl
1, Introduction

The gross tonnage of fish landed by the eight maritime Member
States in 1973 was slightly higher than that of the previous year
(4 556 600 m.t. compared with 4 423 300 t for 1972) 2 in spite of
the Icelandic government's decision to extend Iceland'!s territorial
limits to 50 sea miles and the lower availability of certain high
quality fish speciess The value of the fish produced by the Community
also increased from 1972 to 1972 by near;y 200 million UA bringing the
total returns for the Community to more than 1 400 millien v,a,

Final figures are not yet available for world fish production in
1973, but preliminary estimates suggest a total similar to that of the
previous year of roughly 65 million m.t. " Since the landings of the
Member States also differed only slightly in the two years, the percen-
tage production for 1972 (7% of world production) must also be similar
for 1972 and 19737,

The level of production of the three most important fish producers
of the Community rose in 1973. French production increased by over
50 000 +, United Kingdom landings by 45 000 t and Danish production by
23 000 t. In Denmark there was a large increase in the quantity of fish

! See tables II.B/18.1 to II.B/18.5 in the Annex
“Review of OECD Fisheries, 1973.
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destined for fish meal. Wish meal production also rose steeplv, 1o

some extent at the expense of that for fresh fish, in the United Kingdom.

2. Production

Although the total fish production of the Member States rose by
over 133,000 m.*t., in 1973, an increase of 2,9% on the previous year's
landings, this increment was made up largely of the less valuable fish
species. There was also a considerable rise in the production of fish
meal in 1973, stimlated by the increase in demand for this product which
resulted from an acute shortage of supplies from traditional sources.
For the leading products in the fisheries sector, the landings for the

Member States in metric tons is as followsj' H

Species 1972 1973 Percentage
change
1973/72
Cod 523 419 472 341 - 98
Redfish 58 473 44 585 - 23,8
Plaice 138 849 139 137 0,0
Mackerel T 052 83 043 L + 1,8
Whiting 81 244 84 127 + 3,6
Herring 349 590 380 461 + 8,8
Haddock 196 880 177 360 - 9,9
Coalfish 158 486 174 652 + 10,2
Prawns 16 536 16 049 ° -

(1) Figures from Italy not available
(2) Figures from United Kingdom not available

T T T e ]

loommission of the FC, DG of Agriculture.
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It is evident from the above figures that there was a marked decline
in cod production in 1973, and that the increase in coalfish landings
failed to compensate for this deficit. Whiting production remained more
or less stable, but there was a fall in the landings of haddock, and
redfish production declined by over 5 000 m.t. There was a big
increase in mackerel supplies in 1973, and plaice landings remained at
more or less their 1972 level,

Although the production of fish for human consumption
declined slightly in 1973, this deficit was more than balanced

by the large increase in fish meal output.

3« Trade

Tn 1973 the total imports into the oviceiva® Commnidy From third
countries increased by 6,2% on those for the previous year. This
increment exceeded that of the mean increase for the previous two
years, and was well in excess of the mean variation for the ten years
ended 1973 (+ 2,4%)e Exports to third countries increased marginally
by 0,1% in 1973, following a large mean percentage increase in 197173
(19,55) and a mean increase of 3, % over the ten years 1963-(3. Intra-
Comminity imports increased by 2,6% in 1973, and exports by 5,45%s The
rate of increase in Intra~Community imports in 1973 was a little over half
tied of the mean rate of increase during the previous ten years, while
the rate of inorease of exports was roughly the same.

During 1973, there was a large increase in imports of fresh, chilled
and frozen fish and conserved fish, smaller increases in the total imports

of bobh fresh and rreserved shellfish, and a decline in the imports of
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smoked, dried and salted fish. There was a relative shortage in fresh and
chilled fish in the Community as a result of poor catches of several commonly
consumed species, and this shortage was overcome to some extent by an increase
in imports. The shortage was also reflected by the increase in ghellfish
imports, while the decrease in imports of dried, smoked and salted fish is

the result of a recent change in the tastes of consumers in the Community.

The general stabilisation of the quantity of fish exported by the
Community follows a period when exports of certain items, in particular fresh,
frozen and chilled fish, and both fresh and preserved shellfish had been at a
very high level. This is still the case for conserved shellfish (increase in

1973 ¢ 28,2 %; mean percentage increase 1973/63: 1,2%).

As the United Kingdom, Ireland and Denmark became members of the
Community on Jamwary 1st, 1973, there are trade figures for the enlarged
Community for only one year. It is not vossible therefore to make a
direct comparison between exvorts and imports for 1973 with those for
previous years for the enlarged Community. Ireland has an export surplus
in fishery products on trade with third countries, and the United Kingdom
~and Denmark a deficit, but taking the three countries together there is an
export deficit in terms of the weight of fishery products exchanged. If
the monetary value of the exchanges is taken into account, there is a
considerable export surplus. This is insufficientto have any sigmificent

impact on the total trade deficit in the Community however.

4o Prices

The reduction in the supply of fish for human consumption and the

very large increments in the price of other forms of animal protein, led
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to a steep increase in the cost of all species of fish. These varied
from 15% over that Hr the previous year in Denmark to 38% for the United
Kingdom, The general trend of increasing monetary inflation in Western
Furope, and in the world as a whole, also had an effect on returns from
fish and fish products, as it did on the cost of boats, equipment, fishing
gear, fuel and labour, Not only did increases in the cost of fish vary
from country to country in 1973, but the same disparity also occurred
between different Community ports. This variation in price levels is a
common feature of fish markets, and is the result of conditions of sale
which are unique to the fishery products sector.

The increase in the value of the total landings between 1972 and
1973 is shown below:

Total value of landings in '000 ual

Member State 1972 1973

Germany 88 720 110 880
France 345 971 455 225
Ttaly 195 826 220 000
Netherlands 99 977 119 008
Belgium 20 491 23 T44
United Kingdom 208 963 28T 954
Ireland 11 507 15 446
Denmark 129 878 168 538
Tatal 1 107 589 1 409 085

lReview of OECD Fisheries, 1973.
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The increase in returns for 1973 in the Member States was 18.2%
over that for the previous year, which is roughly comparable with the
estimated figure of 20% for the world increase in fish prices., Prices

continued to rise in the first half of 1974, and this trend is reflected
in the guide prices for the year.

The guide prices for all pilot species of fish, with the exception
of those for herring, mackerel and frozen sardines, were higher during
the first nine months of 1974 than in the previous year, and guide prices
for the remaining three months of the year are again higher than those
for the previous period for all species. This trend follows the general
rise in prices of nearly all fisheries products in 1973 and the first
half of 1974.

Withdrawal prices were also increased over the same two periodse
Tncreases in the withdrawal price of cod and redfish were considerably
higher than the average withdrawal price for all pilot species, although
the market price for cod was much higher than the withdrawal price in
the first nine months of 1974 in all the representative ports of the
Comminity with the sole exception of Esbjerg/Thyboroen. Following a
general trend of steep rises in the market price of shrimps of the genus
Crangon in 1974, the withdrawal price was increased more markedly than

that of any of the other pilot products.

5. Ontlook

The upward movement in the cost of all goods and services to the
industry has presented the fisheries sector with considerable problems.
In 1973, fish prices started to rise early in the year, showinga much
smaller seasonal decrease than usual in the summer, and then continued
to rise steeply again towards the end of the year, when there was a

large increase in costs %o the industry. The price of equipment and
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services to the industry has continued to rise steadily through 1974,
but fish prices had stabilised, or were increasing at a much slower
rate by the middle of the year. Future movements in fish prices
must depend to a large extent on the availability of supplies, and
since fisheries for a number of species will probably be controlled
by quota systems, supplies are bound to be less abundant. Assuming
that demand remains fairly stable, it seems inevitable that prices

will rise again in the near future,

In the medium term, the same considerations largely apply, with
the added factor that the demand for animal protein is bound to increase
with population growth also. Since it is unlikely that there will be
any commensurate increase in supplies, prices will again continue to

rise as a simple result of the laws of supply and demand.

6. Financial costs
Expenses of the Guarantee Section of the EAGGF amounted to

41 mic UA in 1972, 1,3 mio UA in 1971, and are estimated at 2
mio UA in 1974, representing 0,05 %, 0,03 %, 0,06 % respectively
of the total expenses of the guarantee section. The amount of
2 mio UA is broken down as follows : 1 mio UA for export restitu-

tions and 1 mio UA for market with dravel expenses and similar

operations.
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Sericulture1

Sericulture represents only a negligible part of agricultural production in
the Community, and the Community production of cocoons is minute compared

with world production.

Although there is a small number of sericulturists in France, this activity

is practically limited to Italy where it occupies some 3 000 persons.

In 1963, Italy used 143 100 boxes of silk seed which gave a production of
4 800 metric tons of cocoons. Since that time, this activity has been in
constant decline as a result of competition from imported products and the
consequent lack of profitability, and by 1972 production had fallen to

10 650 boxes and 345 metric tons of cocoons.

An improved situation on the world market from the point of view of prices

for raw silk and the granting of Community aid to promote sericulture have
halted the decline in this production. Beginning in 1973, there has even been
a renewal of interest in this activity in the Community, and the 1973 figures

of 15 450 boxes used and the production of 451 metric tons of cocoons in

fact represent an increase of 45 and 31% respectively compared with the previous

year.

In 1974, production could even reach 650 metric tons from a probable 20 000
seed boxes. In the immediate future, the level of production in the Community
will be determined to a very great extent by the export price policy followed
by the People's Republic of China, a major producer of raw silk and practically

the world's only major exporter.

Community aid to promote sericulture, which was fixed at 30 u.a./box in 1972/73,
was increased to 31 u.a. in 1973/74 (+ 3.3%) and to 33.18 in 1974/75 (+ T%).

The estimated expenditure of the EAGGF for silk worms in 1973 amounts to approx—
imately 300 000 u.a. Over the next few years, a certain amount of increase
in this expenditure is to be expected as a result, in particular, of the

greater number of seed boxes used (1 million u.a. in 1974).

See Table II. B/19.1 in the Amnex.
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20. Products not subject to common market organization
(a) Agricultural alochol

1. Introduction

This sector is not yet governed by a common market organization, and
national provisions are therefore still in force. The situation in the
Community is as follows: in Germany and France, production and marketing
are entrusted to a monopoly; a similar situation exists in Denmark and in
Ireland; the trade bodies play a more or less similar role in the Netherlands
and also in Belgium and the United Kingdom; and Italian producers are pro-

tected by appropriate fiscal arrangements.
2., Production

Community production of ethyl alcohol of agricultural origin averages
around 6.2 million hl. Its value can be estimated at 300 million u.a.,
which in 1973 represented 0.6% of the value of final agricultural production

in the Community.

The raw material most usually employed in the distillation of the alcohol
is molasses of sugar beet or of sugar cane. In 1973, molasses alcohol
represented approximately 49% of total Community production of agricultural
alcohol, sugar-beet alcohol accounted for 21%, while alcohol produced from
potatoes or cereals represented only 9 and 7% of this total respectively.
The production from these raw materials is relatively stable, whereas the
production of alcohol of wine or fruit origin is by nature variable,

accounting for approximately 10% of Community production.

The Member States which are the main producers of agricultural alcohol are
in order,France with 32% of Community production, Italy with 20% and Germany
with 16%.

In the course of the 1973/74 marketing yéar, the market was severely
disturbed by the repercussions of the emergy crisis and a new equilibrium

has not yet .been established.

The traditional surplus situation on the world market and the Community
market for alcohol has changed to a situation of semi-shortage. The result

of this has been a demand greater than the supply and a pressure on prices.

At Community level, there is a general irend towards an increase in production
of both agricultural and non—agricultural alcohol. France, Germany and
Benelux have increased or are increasing their production of agricultural
alcohol; the United Kingdom and Germany have increased their production of
non-agricultural alcohol and France intends to do the same. From a level of

6 million hl in 1972/73, the production of agricultural alcohol in the

Community will soon be in the region of 6.5 million hl, and the production
of non-agricultural alcohol has risen from 4.7 million hl in 1972/73 to

6.2 million hl in 1973/74.
TSee Table II. B/20.a.1 in the Annex.
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3. Prices

The changed trend mentioned above is certainly not unconnected with the
general rise in the price of alcohol. The most characteristic increases
are those recorded in the Netherlands (+ 40%) and in Belgium (+ 30%) for

molasses alcohol.

The price of synthetic alcohol has also risen steeply (200%4) and this

upward trend seems to be still continuing.

The price differential between molasses alcohol and synthetic alcohol is

therefore becoming appreciably smaller.

4. Trade

Since the Member States are generally still self-sufficient, the volume
of trade is low. It should be noted, however, that French exports of

alcohol were greater in 1973 than in previous years.
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(v) Potatoes’

1. Introduction

There is no common organization of the market in potatoes.

3 4

However, potato starchz, processed products® and potato seedlings’ are subject

to a common organization of the market.

As regards the organization of markets in individual countries the situation
is completely different according to the country. In Italy, the Netherlands
and Dermark the market is very competitive and imports and exports are not

subject to any restrictions.

In Germany, France and the Belgo-Luxembourg Economic Union the system of

minimum prices is applied during the following periods of the year:

store potatoes: FRANCE: throughout the year
early potatoes: FRANCE: 15 May to 30 June

" " : BLEU: 1 June to 31 July

" " : GERMANY: 10 June to 10 August

As regards seed potatoes, France is authorized to apply compensatory payments

in place of minimum prices.

In the United Kingdom, the Potato Marketing Board encourages the controlled
marketing of store potatoes by means of a quota system limiting the areas

planted.

See Table IT.B/20.b.1 = II.B/20.b.2 of Part III.
2Regulation (EEC) 120/67 of 13 June 1967, 0J No L 117, 19 June 1967, p.2209.
3Regulation (EEC) 865/66 of 28 June 1968, OJ No L 153, 1 July 1968, p.8.

46codified Version of the Council Directive of 14 June 1966, 0J No C 66,
8 June 1974, p«35.
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In Ireland, the Irish Potato Marketing Board controls the purchase
price and selling price, organizes exports and administers a
compensation fund for seedlings; there are no limitations on the

area cultivated,
2. Production

In 1973 potato production accounted for 6.7% of crop production and
2.5h of total agricultural production in the Community. This latter
percentage is higher than that for sugar, tobacco and fats, which
are already subject to common organization of the markets.

In the enlarged Community there are 2.6 million farms growing
potatoes. The situation in individual coumtries varies greatly,
ranging from 900 000 growers in France to 40 000 growers in the
United Kingdom,

As a result the average area also varies, ranging from 6,30 hectares
in the United Kingdom to 0.5 hectares in France and 0.4 hectares in
Italy.

The area under potatoes in the Community is declining and fell from

3 512 000 hectares in 1951/55 to 1 499 000 hectares in 1973 (a fall of about
58%). In 1972 the FAO put the world productism of potatoes at about

285 000 million metric tons, but with almost half coming from Europe.
Within Europe Community production amoumts to about 40 million metric

tons or 14% of world production. The FAO put the area under potatoes

in the world in 1972 at about 22 million hectares, of which

15 million are in the Community. The average yield in the Community

is 267 quintals/ha and the average world yield about 130 quintals/ha.
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Community production is on the down-grade, however, and fell from
61 957 000 metric tons (average 1951-1955) to 39 953 000 metric tons
in 1973.

The leading producer countries, in descending order of importance are:
Germany, France, the United Kingdom, the Netherlands and Italy, but

in fact the exporting countries are:

1. +the Netherlands which exports 1 million metric tons of seed potatoes,

ware potatoes and industrial potatoes;

2. France which exports about 400 000 metric tons of seed potatoes,

ware potatoes and industrial potatoes.

In 1973 Community production again fell in comparison with 1972. Increases

were recorded in the United Kingdom, Belgium and the Netherlands.

3+ Consumption

(a) Human consumption

Per capita consumption in the Community is also on the down—-grade and
dropped from 109 kg per head in 1956/57 to 82 kg in 1972. However,

the steady dowrward trend was interrupted in about 1965/66 because of
the considerable expansion, starting at that time, of processed products

containing potatoes (crips, mashed potato, frozen foods) .

(v) Animal consumption

In 1972/73 animal consumption was particularly high in Germany
(6 239 000 metric tons), lower in France (842 000 metric tons) and very

low in the other countries.

(¢) Industrial use

Quantities absorbed by the processing industry are rising and at present
account for &% of gross production in the Netherlands and in Germany and
10% in the United Kingdom. It is to be expected that these figures will

increase, particularly because of frozen foods.
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44 Trade

The domestic trade in potatoes in the original Community accoumts for
about % of production. The percemtage of trade in seedlings and early

potatoes accounts for between 10 and 150,

The three new Member States conduct little trade in store potatoes,

50 Prices

Prices are very irregular and vary from year to year. In order to
understand these variations account must be taken of the influence of
weather conditions, the consistent level of demand, the perishable
nature of the product and the structure of production, Indeed, in
certain regions of the Community small farms and the lack of market

organization encourage considerable price variations on the market .

6« Prospects

After a degree of stabilization during recent years it is possible that
in the near future per capita consumption will rise slightly as a

result of changes in eating habits during a period of high inflation,

In the medium term, however, it is likely that the present trend will

re-gssert itself, as follows:

~ as regards fresh potatoes: fall in consumption due particularly to
difficulties in making decisive improvements to the quality of the
product, which depends largely on weather conditions, especially
rainfall;

- as regards processed products: increased consumption.

Consequently, per capita consumption is likely to stabilize in the
future.
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(c) Mutton and lamb'

1« Production

Community gross domestic production of mutton and lamb remained steady
between 1970 and 1973 at about 445 000 metric tons. The United Kingdom,

the major producer, accounted for about 50% of the Community total.

The United Kingdom and France produced 80 of mutton and lamb in the

Community .

In 1974 Community production should increase by about 55 (United Kingdom:
6%, France 4%, Ireland 8%), thus bringing Community production to about

470 000 metric tons.

This development is largely due to the relatively favourable situation
on the wool market up to the end of the first half of 1973 and to the
considerable rise in mutton and lamb prices in 1972 and 1973. Community
production in 1975 should be similar to 1974, although perhaps slightly

lower (1% to 3%).

2. Consumption

Consumption of mutton and lamb in the Community has been falling since
1972 as a result of the considerable fall in the United Kingdom which

accounts for about 60% of total Community consumption,

The fall in consumption in the United Kingdom which has continued
unbroken since 1967 was particularly marked in 1973 (=10% compared with
1972). This was the result of changes in the price relationships
between red meat and other meat (pigmeat and poultrymeat) and also a
result of lasting changes in the habits of United Xingdom consumers

(demand for meat containing a minimum of fat).

In the other Member States, with the exception of Italy, consumption is

steady (Ireland, Dermark) or increasing.

In the Community as a whole, consumption in 1973 fell by 5.Tﬂ compared

with 1972,

See Tables II.B/20-cal t0 II.B/20~c.d of Part III.
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In 1974 Community mutton and lamb consumption is likely to fall still
further as a result of the fall in the United Kingdom (104 to 157
compared with 1973); this fall which is even sharper than in 1973,
results in particular from changes in the retail price relationships
between beef and veal and mutton and lamb (between June 1973 and

June 1974: Ybeef + 5%; lamb + 16%), which brought about a certain shift

of consumption in favour of beef.

As a result and presupposing stability in the other Member States
Community consumption should fall by about 7 to 9%, making the Community
total about 700 000 metric tons.

3. Supplies

As a result there will be a net deficit of 315 000 metric tons between
production and consumption, including 237 000 metric tons, or 756, in

the United Kingdom alone,

The degree of self-sufficiency in the Community for 1973 (58.5%) is
higher than in 1972 (54.5%).

The net deficit between production and consumption estimated for 1974
amounts to about 230 000 metric tons, represemting a 67.55 degree of

self-sufficiency,

4+ Price movements

(a) Wholesale prices

In 1973, market prices continued to increase at a steady rate in most

Member Stales and on the world market.

This increase contimied during the first half of 1974, but from June
omwards the trend was reversed., At presemt therefore market prices are
tending to fall in most Member States and particularly in those where the
market price is strongly affected by the world price - in Ttaly and
particularly in the United Kingdom (-20% between Jarmuary and October1).
In this connection it is interesting to note that the price of New
Zealand lamb imported into the United Kingdom has been falling steadily
sinci the beginning of 1974 (variation from October to Jarmary: -20% to
254",

1Expressed in national currency,.
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The fact should also be mertioned that the headage of sheep in the United
Kingdom increased by 4% in 1974 and reached its highest recorded level
since 1966. As a result increased numbers of sheep slaughtered are again

bringing down prices,

This fall in prices has resulted in the gramting of a deficiency payment
for domestic lamb from July 1974 omwards (for the first time since
November 1972). In October this subsidy amounted to 15% of the market
price for the product. Payments are made under the national price

guarantee scheme which applies to mutton and lamb in the United Kingdom.

In FPrance, the relative stability in market prices in 1974 can be attributed
to the frontier protection arrangements introduced within the comtext of

the national organization of the market ("minimum prices" system) o

(b) Retail prices

During the period from June 1973 to June 1974 retail mutton and lamb prices

rose much more quickly than for other calegories of meat.

In France, taking an index of 100 for the average of 1973, increases were

as follows:

June 1974 Pork Veal Beef Lamb

10543 1077 109.1 11644

This situation is explained in particular by the relative firmness of
wholesale prices of mutton and lamb comtrasted with the fall in price for

beef and veal and pigmeat.

In the United Kingdom between June 1973 and June 1974 movements were as

Tollows:
Beef Pork Lamb Imported lamb
+ 5.0 + Te2 + 16.0 + 1848

To the explanations given above can be added the fact that dealers are
forced to increase their sales margin for sales of imported lamb, firstly

in order to compensate for the effects of the fall in consumption of the
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frozen product as a result of competition from the domestic product and
secondly because they are forced to store New Zealand lamb privately in

order to honour buying asreements.,

5« External trade

(a) Imports

Intra~Community trade which amounted to 62 000 metric tons was dominated
by sales from the United Kingdom to France (25 750 metric tons).

In 1973 the Community imported 314 000 metric tons (live animals and all
meat), of which 251 000 metric tons came from New Zealand., Of this total
the United Kingdom alone imported 265 000 tons, or 855, of which

239 000 metric tons came from New Zealand.

Community imports therefore fell considerably compared with 1972, as the
following table shows:

Community imports from non-member countries

1972 1973
metric tons e metric tons b
New Zealand 303 287 8143 251 097 6041
Australia 34 521 9.2 24 418 TS
Hungary 8 725 243 10.150 362
Bulgaria T454 ; 240 5 707 145
Argentina, 5116 | 1.4 8 406 2.7
Yugoslavia 2 964 0.5 2 520 0.8
Romania 2 815 0.8 3 082 140
German Democratic Republic 1 475 044 1 645 0.6
QOthers 6 558 108 6 604 240
Total 372 815 100.0 313 629 100,0

In 1974 Community imports from non-member countries will fall because of
the considerable reduction in the United Kingdom (~21.6% in the first
half of 1974).
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Assuming that this percemtage fall will be confirmed in the second half
of 1974 and that the total imports in the other Member States will not

change, Community imports for 1974 can be forecast at 270 000 metric tonse.

(v) Exports

The Community comtimues to export very small quantities to nor-member

countries: 2 900 metric tons in 1973. The figure will be the same in

19744

6« Summar

(in metric tons)

1972 1973 1974 (forecast)

Production 440 900 447 800 470 000
Consunmpt ion 808 500 762 300 700 000
Ratio of production

1o consumption - 376 600 - 314 500 - 230 000
Imports 372 800 313 600 270 000
Exports 2 500 2 900 3 000
Het deficit 370 300 310 700 267 000

For 1974 this shows a significant difference between the ratio of production
to consumption and the net deficit, which can be attributed particularly
to the increase in stocks of frozen New Zealand lamb in the United Kingdom

(see 4 above).
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Animal fodder1

Situation in 1972/1973

1. Introduction

In it¥s broadest sense, fodder includes all raw materials that can be used in
animal nutrition in order to provide for the growth, care and production
(egzs and milk) of animal stock. The main categories of raw material are
green fodder (grass, fodder beet, etc.), cereals and protein-containing

products (feedcake, animal meal, etc.).

Green fodder supplies 57% of the feed requirements of animals in the Community.
This percentage can be calculated in the following way. It is assumed that
for a given year the feed requirements of Community livestock expressed as
fodder unitsz, are equal to the quantity of feed, also expressed as fodder
units, supplied to these livestock numbers. Any element in the equation can
thus be easily estimated, except for the contribution in fodder units of

green fodder, which can be arrived at by deduction.

The feed requirements of animals can only be stated by first expressing all
kinds of livestock (bovines, swine, poultry and others) in terms of adult
bovine units (ABU)3. Though these requirements vary according to the age and
purpose of the animal, they are more or less constant by species expressed

as ABU, so that it is possible to calculate the quantity of fodder required
for the entire Community, setting aside the question of the origin of the
fodder. Total requirements are 247 134 000 FU of which 168 325 000 FU, i.e.

68% is for the beef and veal sector.

It has also been possible, by approximation, to calculate the contribution
in FU of so-called marketable feedingstuffs, The production of compound

feedingstuffs which in 1973 amounted to 53.5 million m.t. in the Community
can be estimated at 57 344 FU. With regard to cereals, it is known that of

a total T71.393 million m.t. available for animal feeding 26.24 million m.t.

'See Table IT B/23.1, IT B/23.11 in the Annex.

2One fodder unit (f.u.) is equal to 1 kg of barley. By Convention 1 FU = 1 000 f.u.

3By one adult bovine unit (ABU) is meant one adult dairy cow of 600 kg with
a daily production of 10 kg of milk (4% fat) or an annual production of
3 000 kg of milk, and giving birth regularly to a calf of 35 to 45 kg.
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was incorporated in compound feedingstuffs. The remaining 45.153 million m.t.
or FU was consumed on the farm. With regard to feedcake of all kinds and
maize gluten feed it is estimated that of a total 15.5 million m.t. available
for animal feed, 12.2 million m.t. was incorporated in compound feédingstuffs.
Consequently consunption on the farm amounts to 3.3 million m.t., namely
3.696 million FU.

Thus the contribulion in FU to the totality of marketable products, either in
the form of compound feeds or consumed directly on the farm, can be estimated
at 106.193 million WU, namely 43%»of the total requirements of Community

livestock.

From the preceding figures it can be concluded by deduction, subject of course
to the reservations inherent in any estimate, that the Community's remaining
Teed requirements amounting to 140.941 million FU, i.e., 57% of the total,
were covered by means of the feedingstuffs termed "normally not marketed", which

are for the most part green forage such as grass, fodder beetl and silage.

Green fodder therefore still constitutes in most countries the basis of animal

feed, in particular for ruminants.

Ttz relative importance is, however, diminishing in the Community. In the
last ton years, the area given over to meadow, permanent pasture and fodder
crops has remained fairly stable, and the rate of growth in unit grass output
ceoms very low. On the other hand, during the same period, the production of
beel and veal and milk increased steadily. This increase was made possible

by the increased use of compound feedingstuffs for cattle.

Furthermore, Community production of pigmeat and poultry grew particularly
fast. Practically no green fodder is used in the feediﬁg of these animals.
Lastly, in view of the density of the Community population there can be no
hope of increasing the area under grass in the future. Nor can an increase

in the use of green fodder be contemplated.

Thus it is logical to believe that any change in the Community's total feed
requirement must be brought about as in the last ten years, chiefly by a

change in the use of raw materials other than green fodder.
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Furthermore, green fodder as opposed to cereals and protein products is
normally not marketed and is therefore difficult fto quantify with any precision.,

For all these reasons, this chapter will be confined to making an analysis of
the position with regard to cereals and protein products and to relating
these products to the overall animal fodder position. In addition, the
position of protein products will be analysed in more detail since in most
cases imported products are used, such as seeds and soya cake and fish meal

which do not or do not yet receive support at Commuaity 1evel1.

Consumption

(a) In the 1972-73 marketing year the animal consumption of cereals was T1.4
million m.t. while it was 66.3 million m.t. and 66.7 million met. and 67.7
million m.t. respectively in the 1969/70, 1970/71 and 1971/72 marketing years.
The 5.5ﬂ~increase in animal consumption of cereals in 1972/73 compared with

the previous marketing year is accounted for partly by an increase in livestock
numbers, partly by the rise in the prices of proteins which began at the end of
1972, The figure of 71.4 million m.t. can be brocken down as follows (the
figures between brackets are the changes in million m.t. compared with the
1971/72 marketing year): barley 24.4 million m.t. (+ 1.1), maize 20.1 million
mete (+ 0.8), total wheal 14.2 million m.t. (+ 2.1%), and other cercals

12.7 million met. (=~ 0.2).

(b) There have been changes in aninmal counsumption of proteins in 1972/73
compared with 1971/72 which vary from product to product. Thus in 1972/73
there was an increase in the consumption of feedcske in general and of soya
cake in particular, of dehydrated fodder and of milk powder. It should be
noted that of the fecdcakes, soya cake shows by far the highest concumptiorn.
During the 1972/73 marketing year Community livestock consumed 14.5 million
met. of feedcake, of which & million m.t. were soya, compared with 14.2

million met. and 7.3 million m.t. respectively in 1971/72.

1For a detailed analysis of the animal consumption of cereals, see Chapter 1:

cereals.
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Only the consumption of soya cake has risen considerably: up 9.5% compared
with the previous marketing year. These figures again show the importance

of soya cake in animal feed. Over the last decade the increase in demand,

both in the world and the Community, for imported feedcake in general has

been met almost entirely by increased soya cake imports. Supplies of feedcake
other than soya cake are scarcely maintaining their levels: +their share in
Community supplies has dwindled from 6.9 million m.te in 1971/72 to 6.5 million
met. in 1972/73. It should also be noted that the 1972/73 increase in the
consunption of feedcake in general and soya cake in particular was distributed

more or less evenly between the Member States.

With regard to other products, particularly fish meal and legume seed, consumption
dropped in 1972/73 compared with the previous marketing year, fish meal from
Peru, the main supplier of the Community, being sharply reduced since 1972,

while Community production of field beans dropped.

source of supvply

During 1972/73 the Community was 82.5% self-sufficient in feed grain. Of a
total consumption of 71.4 million me.t., 58.9 million m.t. was of Community
origin and 12.5 million m.t. was imported from non-member countries. In
order to estimizte the degree of self-sufficiency of the Community with regard
to proteins, 1t is necessary {o express protein plants in terms of a common

denominator, such as raw protein.

In *his way it can be seen that in 1972/73 the Community imported 78.0% of
its total requirements in the form of protein concentrates. This means that
the Commuiity protein supply situation has barely changed compared with the

1971/72 marketing year, when the Community imported 79.4% of its requirements.

In 1972/73, soya, imported in the form of seed and cake, represented 61%-of
imports and 487 of animal consumption of protein substances in the Community,

exprossed as raw proteins.

From 1972 to 1973 soya imports from the United States have not increased. They

amounted to 5.9 million m.t. in feedcake equivalent whereas imperts from Brazil
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rose from 1.3 to 1.5 million m.t. During the summer of 1973 the United States
imposed export restrictions on soya. The degree of self-sufficiency in
feedcake in the Community which was 4.4% in 1972/73 has barely changed compared
with the previous year (4.3%). Of a total consumption of 14.5 million m.t.
feedcake, 633 000 m.t. is of Community origin and is broken down as follows:
578 000 m.t. of colza cake, 37 000 m.t. of sunflower cake and 18 000 m.t. of

linseed cake.

On the other hand, import of other products, such as dehydrated fodder, meat

meal and milk powder, represent a tiny fraction of consumption.

The consumption of fishmeal in 1972/73, although sharply reduced compared
with 1971/72, was two thirds covered by non-member countries, mainly Peru and

Norway.

Use

Animal diet is of two basic kinds: compound feedingstuffs prepared industrially,

or natural fodder supplied on the farm.

It is worth knowing the proportion of cereals and proteins supplied in the

form of compound feed in the Community. It can be estimated that of a total cecreals
consumption of 71.4 million m.t. in 1972/73, 26.2 million met., or 36.8%, was
provided in the form of compound feed, the remainder, 45.2 million m.t. being

consumed on the farm.

It should, however, be noted that the situation can differ from one lMember
State to another. Thus in the Benelux countries the proportion of cereals
used in the form of compound feed is the highest in the Community and -ven
exceeds 80% of the total cereals available for animal consumption in these

countries.

In other Member States swch as Germany, France, Italy and Denmark, the proportion
of cereals used as compound feed does not amount to one third of the total

avallable in these countries.

0f a total amount of 15.2 to 15.5 million m.t. of feedcake and maize gluten
feed consumed in 1972/73, an estimated 12.2 million m.t. was consumed
in the form of compound feed. This means that at least 3 million m.t.,

mainly feedcake, was consumed directly on the farm.
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Compound feedinzstuffs
Latterly, the production of compound feedingstuffs in the Community has

expanded rapidly. From 1963 to 1973 production grew at an average annual rate
of T¢5%.

In 1973 it was 58.5 million mete, of which 21.4 million m.t. went to the
pigmeat sector, 18.3 million m.t. to the poultry sector, 16.9 million m.t.

to the beef and veal sector, and there were 2 million m.t. of other feedingstuffs.

For technical and economic reasons, the rate of penetration of compound feed-
ingstuffs, which expresses the percentage of compound feedingstuffs in total
feed consumption, has increased steadily in recent years. Calculating in
f.u. the contribution by industry of compound feedingstuffs and comparing
this supply with the requirements one finds that industry supplied 23.2% of

requirements in 1973.

This rate of penetration is highest in the Netherlands (65.5%), and lowest in
France (16.1%) and in Italy (18.3%).

In a sector by sector comparison of feed requirements with the production of
compound feedingstuffs, it can be estimated that in the Community in 1973
the rate of penetration of compound feedingstuffs in the poultry sector was

65%, and in the pigmeat sector 56.3%.

Situation in 1973/74

In the 1972/73 marketing year there was a shortfall both in the Community and
worldwide in supplies of protein substances. The situation was "the result

. . . . 1
of an exceptional combination of structural and economic factors" .

In the last months of 1273, the situation with regard to proiein supplies
improved considerably. This easing of the protein market was reflected in an
appreciagble fall in prices which did not, however, revert to the pre-rise
levels of end 1972. This fall was largely attributable to the exceptionally
abundant United States soya harvest in 1973 which reached 42.6 million

metric tons, 22% more than the 34.C million metric tons harvested the previous

years

See Regort on the Committee Protein Supply Part IV - coM(3) 1850 final Annexes,
p.‘, 16 November 1973.
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Other factors contrituted to a lesser extent td easing the protein market:
+he harvest of sunflouer seeds in the U3SR was 7.7 million metric tons in
1973 compared with 5 million metric tons the previous year and in Brazil in
1974 the harvest (in April and May) of soya seeds amounted to 6.8 million

metric tons compared with 4.8 million metric tons the previous year.

Production of cereals rose considerably in;1973/74, largely owing to the very
good harvest in the USSR. However, initial world stocks were depleted after
the crop shortfall in 1972. PFurthermore, following the tight wheat market,
the substantial import demands of certain developing countries and the ever—
increasing growth of demand for animal products, the prices of secondary
cereals on the world market were higher than the level of Community prices
and world stocks at the end of 1973/74 were still bhelow the level reached at
the end of the 1972/73 marketing year .

In conclusion one may say, although all the relevant figures are not yet
available, that in the 1973/74 marketing year the Community was able to
obtain its requirements of cereals and protein products but at relatively

high prices.

Qutlook for the 1074/]5 marketing year

It is almost certain that the situation on the wrld protein market will be
dominated by the 1974 soya seed crop in the United States. For several years,
already, the United States soya seed crop has had a major influence on the
world protein market. Expressed as soya cake eguivalent, American soya
production in 1972, 1973 and 1974 represented 44%, 46% and 48% respectively

of the world production of meal and feedcake, fishmeal included.

The United States share of soya exports is even greater; it represented 51%,
57% and 58% of world exports of meal and feedcake in 1972, 1973 and 1974

respectively.

Unfortunately the estimates of the 1974 soya harvest in the United States

are not encouraging: the latest estimate by the United States Department of
Agriculture, dated 15 October 1974, was 34.3 million metric tons, or 20% less
than the 1973 crop (42.6 million metric tons).

1See Chapter 1 — cereals.
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In Brazil it is estimated that the soya seed crop will be 7.5 million metric

tons in 1975 compared with 6.8 million metric tons in 1974.

In 1974/75, the same problems of supply are likely to arise with regard to
cereals as with protein products, since the United States, the main exporting

country of secondary cereals, has announced a sharp fall in maize production.

It is difficult at the present time to foresee the possible impact of a
shortfall of cereals and proteins on the development of livestock production

in 1975 since that development also depends on other factors.

However, since it is easiest to repluce cercals and feedcake by other raw
rmaterials in the beel and vezl sector, it is likely that if there is a
shortfall in the supply of feedingstuffs, the pigmeat and poultry sectors
will be the first to suffer.

Furthermore, since there is even less interchangeability of raw materials
in poultry feed than in the pigmeat sector, particularly with regard to
maize and certain types of feedcake, it is possible that 1lhe eggs and pouliry

sector will be the first to feel the pinch.
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C. STRUCTURES

1. AGRICULTURAL STRUCTURES1

I. Landg utilization

During the period 1969-73, the reduction in the utilized agricultural area
_(UAA) through the use of land for non-agricultural purposes, including
afforestation, continued at a fairly constant rate, and without a great deal
of variation in this rate from one Member State to another. The area given

over to woods and forests is increasing constantly.

However, there have been changes of a structural nature in land utilization,

operating in different ways and at different rates.

In the Community, there is a general downward trend in the area of arable
land, a slight increase in permanent crops and a fairly constant situation

in respect of permanent meadow and pasture land.

In 1972, the UAA of the Community was 93 500 000 ha, and the area of woods

and forests was 31 700. 000 ha. Between 1972 and 1973, the UAA of the Community
wags reduced by approximately 500 000 ha, 0,6%, whereas the area of woods and
forests increased by 340 000 ha, 1.1%. '

The rate of shrinkage of UAA was highest in Luxembourg (2.2%), while in Denmark
and in Ireland the UAA increased in 1973 compared with 1972 hy'1.2% and 0.9%

respectively.

As far as the trend over the medium term is concerned, the UAA of the original
Community declined by 4.5% between 1969 and 1973, while the area of woods and
forests increased by 2.3%. In the Community as a whole, the decrease in the
UAA over this period was 3.9%. The decrease was greatest in the Netherlands
(5%). Although the rate of decrease in Ttaly was T% during this same period,
it should be pointed out that, as a result of a change in the statistical method

used, this figure is not fully comparable.

R e b o it o

1See Table II.C/1.1 - II.C/1.11 in the Annex.
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in 1973, arable land occupied 46 688 000 ha, or 50% of the Community's utilized
agricultural area. From 1972 to 1973, the arable land in the Community was
reduced by 753 000 ha (1.6%), while the rate of decrease during the period
1969-73 was 6.5%. Over the same period, the decrease was highest in the
original Community (7%), owing in particular to a very marked reduction in
Ttaly (19.74).

In the other countries, the rate of decrease varied between 1.2% (Denmark) and
12% (Ireland). During the period 1969 to 1973, it was only in Germany that the

area of arable land actually increased, the figure being 2.8%.

During the period 1969-73, the proportion of the utilized area represented by
arable land remained constant in Germany (59%), France (52%), the Netherlands (52%),
Luxemboure: (A7%) and the United Kingdom (38%). This proportion showed quite a
marked decline in Ireland (from 30 to 25%), while in Denmark (89%) and in Italy
(53%), the provortion of the UAA represented by arable land decreased by 1%.

In 1973, permanent meadow and pasture land occupied 41 869 000 ha, an increase
of 0.3% over 1972, During the period 1969-73, the proportion of the total UAA
represented by pasture and meadow land increased from 44% in 1969 to 45% in 1973,
owing in particular to an increase from 70 to 75%'in Ireland; the proportion

remained constant in the other countries.

Tn ahsolute fipures, this area was in constant decline over the same period.

The decrease was fairly marked in the United Kingdom (12.1%) and Germany (3.7%),
while the area increased in Demmark (6.7%), in Treland (5.7%), in Italy (2.1%)

and in Tuxemboure (1.4%). In France and Belgium, the area of permanent grassland

was reduced only slightly.

In 1973, the area of cereals (including rice) in the Community was 26 354 000 ha,
that is 453 000 ha (1.7%) less than in 1972 and in 1969. However, in the original
Community, the reduction in 1973 compared with 1969 was greater (2.6%). It was

in the Netherlands (27.8%) and in Italy (13.9%) in particular that a marked

reduction in the area given over to cereals was recorded.
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A reverse trend was noted in Germany, Denmark and the United Kingdom., Germany
was the only country in which the area given over to cereals increased to

any great extent between 1969 and 1973 (19.3%); the increase in Denmark and
the United Kingdom was 3.4% and 1.5% respectively,

In 1973, root_and tuber crops covered 4 370 000 ha as against 4 411 000 ha

in 1972, a reduction of almost 1% The original Community, which has 7%

of the Community!s total area of root and tuber crops, plays an important role
in this sector. In the original Community, the area given over to root and
tuber crops declined most noticeably in Italy (5.1%) and in Germany (2.1%),
while the corresponding area increased by 4.1% in the Netherlands and 4.6%

in Belgium,

The trends over the period 1969-73 are more pronounced. During this period,
the reduction in the area of root and tuber crops waé 13.3% in Ttaly, 13.7%
in France and 11% in Germany. In contrast, this area increased by 7.7% in
the Netherlands and by 4.0% in Belgium,

As regards the three new Member States, the most marked trend between 1969 and
1973 was recorded in Ireland with a reduction of 20,8%; the reduction in the
area of root and tuber crops was 5.5% in the United Kingdom and 9.3% in

Denmark,
The most important root and tuber crops are potatoes, sugar beet and oilseeds,

In 1973, potatoes covered 1 460 000 ha., This area was 1.4% down compared with

1972 and 17.4% down compared with 1969, The only country which has recorded

a regular increase in the area given over to potatoes since 1969 is the Netherlands
(1969~73: 8,3%), while in Belgium, Ireland and Denmark, the area of potatoes

increased only in 1973.

The area of gugar beet in the Community increased from 1 549 000 ha in 1972 to

1 644 000 ha in 1973, an increase of 6%. The increase in the area of sugar beet
is divided up among all the Member States with the exception of Italy and Ireland,
where this area was reduced by 2.9% and 11.8% respectively. The rate of increase
in the area of sugar beet varied appreciably from one country to another, The

increase was greatest in France, with 15.3%.
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Compared with 1969, the area under sugar beet increased appreciably: by
12,4% in the original Community and by 11.6% in the enlarged Community.

In the Netherlands (113.6%) and in Germany (49.3%), this area increased
considerably. Only Italy showed an appreciable reduction in this area during
the period 1963-73 (17.5%).

Oilseeds which in 1973 accounted for only 562 000 ha in the Community are
showing a constant upward trend, although the increase in the area under
oilseeds in 1973 was slightly down on the figure for 1972 (1.1%). In the
original Community, in contrast, this area declined slightly in the course

Compared wilh 1969, the area in the Community under oilseeds increased by
28,67; the most noticeable increases were in Denmark (150%) and the
Netherlands (1437%).

In 1973, dried pulses accounted for 452 000 ha in the Community, of which

364 000 ha were in the original Community, that is a reduction of 9.6% and
11.7¢ respectively compared with 1972, Between 1962 and 1973, the area
producing dried pulses decreased by 37% in the Community and by 38% in the
original Commuanity. This downward trend was recorded in all the countries
during thin period, but was most marked in Demmark (84.6%), in Belgium (62.5%),
in the Netherlands (40%) and in Italy (39%).

The dovmward trend in green fodder crops (11 991 000 ha in 1973 as against

12 218 000 ha in 1972, i.e.s a reduction of 1,9% for the Community) is
confirinedy although an opposite tendency is apparent in one or two countries,

The reduction is most marked in Ireland, with a cutback of 21.7%.

In contrast, the area under green fodder crops in 1973 increased significanily
in the Wetherlands (25.6%), and slightly in Germany (3.6%), Belgium (2%) and
Denmark ( Te 3%) .

These different trends from one year to the next in the various countries are
also apparent in the more long-term developments., During the period 1969-73,
the decline in green fodder crops in the Community amounted to 9%, the highest
figure being in Italy (18.3%)3 ne~t came Ireland (14.7%), Denmark (12.6%)
and France (9.3%). Among the countries which are increasing the area under

green fodder crops, the Netherlands have recorded the highest figure (75%).
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In Belgium, Luxembourg and Germany, the increase was more modest.

The area under permanent crops (i.e., fruit trees, vines, mut trees, olive

trees, citrus fruit and strawberries) showed very varied trends. Over
the period 1969-73, the area under permanent crops increased by 100% in
Luxembourg and by 60% in Denmark, while these crops declined by 31% in
Belgium and 23.6% in the Netherlands. In Germany, the area under
permanent crops showed practically no change. The result between 1969
and 1973 of these trends was an increase in permanent crops of 2.7% in

the original Community and 2.6% in the enlarged Community.

Fruit crops in the Community decreased by 15% in 1973 as compared with 1972.
In all the Member States of the original Community, the area under fruit
crops is down compared with 1972, and compared with 1969. Exceptions to
the general trend are the United Kingdom and Denmark, where an increase was
recorded in 1973 compared with 1972 (20.3% and 18.2%), and compared with
1969 (7.6% and 30%).

After a period of stagnation up to 1971, the area covered by vineyards again
increased in 1973, although the increase in 1973 compared with 1972 (0.9%)
was a little lower than the increase in 1972 compared with 1971 (2.8%).
Compared with 1969, the area under vines increased by 346%e This increase
is the result of a reduction of 2.7% in France, an increase of 12.9% in

Germany and an increase of 10.3% in Italy.

II. Structure of farms1

IT.1 Size of farms

The total number of farms of less than 20 ha in the Community is in constant
decline. Compared with the period 1960-73, this decline accelerated between
1967 and 1973, although the acceleration was halted in a number of Member States
in 1973 compared with 1972.

In contrast, the number of farms of an area of 20 ha and above is constantly

increasing in the Community, although this trend is not identical in all the

Member States. For a number of States, the increase begins only at the area
of 50 ha and above.

1‘I‘he data for Italy and Ireland relate to 1970 instead of 1973; as a result,

the annual rates of variation for these two countries reflect only the periods

1960-1970 and 1967~1970.
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The result of these two trends, however, is that there was a constant
decline in the total number of farms during the period 1960-1973, and

an acceleration in the rate of fall over the period 1967-1973.

In 1973, the number of farms of 1 ha and above in the Community was
5 404 650, of which 4 710 850 (87%) were in the original Community.
Between 1963 and 1973, the number of farms declined at a rate of 2.3%

per annum in the Community, but in the period 1967-1973, this rate became

2.9% per annum. Even so, the average size of