











Il. THE MARKET ORGANIZATION
FOR MAJOR AGRICULTURAL

PRODUCTS

Grains

Regulation No. 9 “on the gradual establishment of a
common organization of the market in grains’’, has in some
ways become the prototype for the Community’s farm
market organization. As the Community’s grain trade is one
of the most important-elements in its total external trade,
the operation of this Regulation is of considerable import-
ance to the Community’s trading partners. This Regulation
came into effect on August 1, 1962,

All national protection measures, and especially quan-
titative import restrictions, have been abolished. The sole
protection against imports both from other member
countries and from outside is an import levy. The levy
system prevents cheaper grain imports from non-member
countries from disrupting internal prices.

The levy is a variable charge, which can be adjusted from
day to day to offset differences in supply prices. It is calcula-
ted as the difference between the free-at-frontier price of the
exporting country (or the c.i.f. price if the exporter is a non-
member country) and the threshold price of the importing
country. The latter is so fixed that the selling price of the
imported produce is equivalent to the target price set for the
marketing centre of the main deficit area. (Special import
licences are required if the importer wishes to pay not the
delivery-date levy but one fixed in advance.)

The method for calculating the levy on imports from both
member and non-member countries is essentially the same.
In the first case, the relevant price is the free-at-frontier
price of the exporting member country; in the case of the
non-member countries it is the c.i.f. price in the importing
country (calculated on the basis of the most favourable
offer on the world market). However, in trade between
member countries, the levy is reduced by a fixed amount in
order to ensure a margin of preference to Community grain
producers over non-Community producers. Moreover,

Intra-Community trade in grain
Imports from other member countries ("000 tons)

1961-62 1962-63 1963-64

Belgium-Lux mbourg 245 293 439
France 6 93 73
Germany 1,219 829 1,272
Italy 496 164 388
Netherlands 468 111 208
Community 2,434 1,490 2,380
of which:

French exports to other 1,716 922 1,812

member countries
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producers in the member countries have the advantage of
a guaranteed infervention price, which is 5 per cent to
7 per cent below the target price (wholesale). In each country,
the official intervention agency is obliged to buy up at this
intervention price any home-grown grains which the
farmers cannot sell on the market at better prices.

The Community’s grain trade with
non-member countries

('000 tons)

1961-62 1962-63 1963-64
Imports 17,039 15,119 16,399
Exports 3,468 5,086 6,485
Net imports +13,571 +10,033 49,914

The overwhelming bulk of Community grain imports consists of
coarse grains, i.e. excluding wheat.

Coarse grains: Community net imports
('000 tons)

1961-62 1962-63 1963-64
Belgium-Luxembourg 41,445 -+1,256 +1,221
France -1,507 -826 -2,983
Germany +4,488 3,028 +2,896
Italy +2,735 +3,916 +5,151
Netherlands +2,545 +2,586 42,818
Community +9,706 49,960 +9,103

+=net imports —-=net exports

In 1964 the Six imported about 17 million tons of grain
from non-member countries, but also themselves exported
10 million tons. Trade in grains between the Six amounted
to only 1-6 million tons, of which three-quarters was ex-
ported by France.

Since the common policy for grains came into effect in
1962 Community net imports of coarse grains have been
higher than in any year since 1958; wheat imports, on the
other hand, have been falling. The rise in coarse-grain
imports reflects the expansion of Community livestock
production, especially in Italy. The major part of the
increase in imports was of maize and millet from the USA.

Soft wheat: basic target prices 1965-66
(dollars per 100 kg)

Germany 11.89 = DM 47.55
Lux mbourg 11.70 = Lfrs. 585
Italy 11.44 = Lit. 7,150
N therland 1048 = Fl. 37,95
Belgium 10.46 = Bfrs. 523
Franc 10.0 = FF 492.48



Grains: production and net imports

(million tons)

Rice

1957-60 1960-61 1961-62 1962-63 1963-64 1969-72
average estimated
Wh at production 24.9 24.1 23.1 29.5 243 30.2
net imports* 13 4.0 3.5 -0.3 0.6 —_
Rye production 5.1 5.1 35 4.0 41
net imports 0.2 0.1 0.6 0.8 0.3 33.2
Oth rc arse grains production 20.4 24.1 23.0 243 20.6 10.0
net imports 14 6.3 9.2 9.2 10.1
Total grains production 50.4 53.3 49.6 57.8 49.0 63.4
net imports 8.9 10.4 13.3 9.7 11.0 10.0
D gr f self-sufficiency (%) 85 86 78 89 84 86

*Including flour in grain equivalents

Rice

When the Common Market Commission and the Council
of Ministers came to work out the common market organiza-
tion for rice, they were able to draw on the experience of the
grain system. There was the major difference between the
two sectors, however, in that there are omly two rice
producers in the Community: France and Italy.

Following the pattern of the grain system, the producer
countries have a basic target price for husked rice in the
main deficit (consumption) area, and derived target prices
(fixed by the Council of Ministers) for the production areas.

The threshold price in the producer countries is so fixed
that imported rice can be sold at the designated marketing
centre of the main deficit area at the basic target price.

Both Community producer countries annually fix an
intervention price for paddy, their main product. During
the transition period the intervention price for each market-
ing centre is equal to its target price less 7%;.

Common threshold prices for husked and broken rice are
fixed by the Council for all member countries which do not
produce rice; these are based on the most representative
world market prices during the reference period.

In the course of the transition period, the Council is to
take further decisions with a view to unifying the target
prices of producer countries and the threshold prices of
producer and non-producer countries.

An import levy is imposed on intra-Community trade
between producer and non-producer countries, and is

calculated to give Community rice producers a preference
throughout the Six. Trade in rice between non-producer
countries within the Community is subject neither to
import levies nor to export refunds; thus to this extent a
common market already exists.

In trade with non-member countries, imported husked
rice is subject to an import levy equal to the difference
between the most favourable price offered on the world
market and the threshold price of the importing member
country, and exporting member countries may grant an
export subsidy equal to the amount of the difference between
their price and the world market price.

When milled rice is imported from a non-member
country, the import levy for husked rice is augmented by an
amount calculated to protect Community millers. A similar,
but lower, addition still applies to intra-Community trade in
milled rice, but is to disappear gradually.

RICE
("000 tons)
1963-64
Production Consumption

Belgium-Luxembourg —_ 48
France 86 137
Germany — 121
Italy 451 366
N th rlands — 50
C mmunity . 537 722

Source: European Communities Statistical Office
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Pigmeat, and eggs and poultry

Pigmeat

The Regulation “‘on the gradual establishment of a common
organization of the market in pigmeat’ covers live pigs and
all other pork products, including sausages, tinned meats,
offal, etc.

The market organization is based on a system of levies, a
sluice gate price (minimum import price) and export
subsidies.

The Regulation came into force on August 1, 1962, for
live pigs and carcasses, and on September 2, 1963, for cuts
(pork chops, ham, etc.) and preserved meats. It completely
freed trade in the products concerned by abolishing all
import quota restrictions both within the Community and
on trade with the outside world.

Levies on intra-Community trade are being gradually
reduced and they are due to disappear completely on July 1,
1967. The levy system will continue to apply to imports
from non-member countries.

There are no target prices or support prices for pigmeat.
However, until the end of the transition period, each
country can request authorization to intervene in its home
market to support pigmeat prices —an important safeguard
for producers. The Commission will make proposals for the
completion of this regulation by joint support measures.

To avoid dislocation of the market through imports at
abnormally low prices from non-Community countries, a
sluice gate price is fixed by the Council of Ministers. This is,
in effect, a minimum import price: as soon as imports are
offered below it, the amount of the levy is accordingly
increased.

Intra-Community sluicegate prices are also fixed for each

Eggs and poultry

The basis of the Community marketing system for eggs and
poultry is an import levy which leaves the regulation of
supply and demand to market prices. There is no provision
for guaranteed prices, market intervention or quotas. This
presupposes a liberal import policy, such as existed already
in the main importing countries, Germany and Italy, before
the Community regulation came into force.

A sluice gate price system protects Community producers
against abnormally low-priced imports from non-member
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Community country, allowing a margin of Community
preference over external sluice gate prices. These will dis-
appear, with the internal Community levies, by the end of the
preparatory period.

The levy system for pigmeat is slightly different from that
laid down for grains because pigmeat is a “processed”
product, with feeding stuffs as its raw material.

The levy on trade between Community countries is made
up of two elements, the more important of which being
intended to cancel out differences in the cost of feedgrains
in the exporting and the importing country. From July 1,
1967, when grain prices will have been brought into line,
there will no longer be any need for levies on pigmeat and
there will thus be a completely free Community market, as
there will be for grains. In the levies on imports from non-
member countries — which remain in force after July 1967 —
there is a third element which ensures a margin of preference
to Community pig-farmers. At the end of the transitional
period this margin will be set at 79 of the sluice gate price
applied in the previous year.

PIGMEAT
('000 tons)
1962-63
Production Consumption

Belgium-Luxembourg 239 212
France 1,077 1,073
Germany 1,757 1,830
Haly 296 346
Netherlands 338 215
Community 3,707 3,676

countries. The whole system thus closely resembles that for
pigmeat. But national policies for eggs and poultry are not
so restrictive as those for pigmeat, and there is therefore no
intra-Community sluice gate price for the former.

On December 15, 1964, the Council decided that intra-
Community trade in eggs and poultry was to be completely
free by July 1, 1967. The Commission is looking into the
desirability of a common support policy for these products,
to come into force on the same date.



The levy on imports comprises one part corresponding to
the incidence on feeding costs in the importing country of
the difference between the price of feed grain in that
country and those ruling in world markets; and a second
sum - based on the customs duties in force on August 1,
1962, for the product concerned. In internal Community
trade, the first part will gradually disappear during the
transition period as grain prices are harmonized, and the

Beef and veal

second will also be eliminated by the end of the transition
period.

The levy applied to trade with non-member countries
comprises in addition a third amount, to provide further
protection for Community producers; this amount is a
proportion, starting at 2 per cent and rising by the end of
the preparatory period to 7 per cent, of the average minimum
import price in the preceding year.

EGGS POULTRY MEAT
(’000 tons) ('000 tons)
1962-63 1963
Production Consumption Production Consumption

Belgium-Luxembourg 173 139 Belgium-Luxembourg 86 78
France 521 533 . France 435 421
Germany 540 747 Germany 120 293
Italy 420 540 Italy 245 250
Neth rlands 328 157 Netherlands 98 33
Community 1,982 2,116 Community 984 1,075

Beef and veal

The Regulation on the stage-by-stage establishment of a
common organization for the beef and veal market provides
for two domestic prices: a guide price and an intervention
price.

The guide price is not a guaranteed producer price; it is an
average price which it would be desirable for farmers to
receive for all their output in a normal year. Accordingly,
the provisions of the Regulation are intended to prevent
market prices from departing too far from the guide prices.

Imports of beef and veal are subject to customs duties,
which, in intra-Community trade, are to be abolished
gradually, while those now applicable to non-member
imports are to be aligned until they reach a common level.
The duty in the common external tariff will be 169 for live
cattle and 209, for meat.

Additional protection in the form of price support
measures aims at giving Community producers fair average
returns on their output. When domestic prices are under
pressure, importing member countries may charge a supple-
mentary levy equal to the difference between the world
price, plus customs duty, and their guide price. In the case
of mature beef cattle and corresponding butchers’ meat,
member countries may intervene on the domestic market to
support prices.

The application of these supplementary measures is

conditioned by the relation of market prices to the guide
price for mature cattle and calves, and governed by precise
rules:

® when the weighted average of domestic prices exceeds
the guide price by 5 per cent customs duties only are
applicable, regardless of the price ruling for imports
from non-member countries;

® when the weighted average of domestic prices falls
below the guide price, the supplementary levy is
charged;

® when the weighted average of domestic prices is at any
intermediate level between these two, only half the
supplementary levy is charged.

Domestic intervention prices for mature beef cattle and
corresponding butcher’s meat are lower than the guide
price, and when domestic prices fall to that level various
measures of support may be taken. Thus the intervention
prices are a sort of alarm signal and mark the line below
which price supports come into operation.

During the transition period governments may also
impose a supplementary levy over and above customs duties
on imports from other member countries. This levy may not
raise the price of the imported goods to more than 969, of
the target price for member countries intervening in their
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Milk and dairy products

national markets, or to more than 90%; of the target price
in countries where the governments do not intervene.

Neither domestic intervention nor a supplementary levy
on imports from other member countries is admissible in
the case of calves.

Imports of frozen meat from non-member countries are
subject to special rules. The tariff quota of 22,000 tons
bound under GATT at a duty rate of 20 per cent has been
maintained, and one or more supplementary quotas subject
only to an often very much reduced customs duty may be
opened for frozen meat due to be processed in the importing
member country.

The upper and lower limits of national guide prices for
1964-65 were fixed by the Council as follows:

Live animals Upper limit Lower limit
Mature cattle (100 kg) DM 235 DM 205
Calves (100 kg) DM 345 DM 305

These guide prices are to be gradually aligned until a
single common guide price is established. Since current
prices do not vary widely, the common market in beef and
veal may well come about sooner than the original target
date of December 31, 1969.

BEEF AND VEAL

('000 tons)
1963-64
Production Consumption

Belgium-Luxembourg 218 234
France 1,480 1,427
Germany 1,088 1,253
Italy 461 883
Netherlands 274 254
Community 3,521 4,051

Source: European Communities Statistical Office

Milk and dairy products

Milk and dairy products are a very important source of
income for Community farmers: they provide some 25 per
cent of total farm incomes. In addition, the closely related
income from beef and veal accounts for another 15 per cent
of total incomes. The simultaneous entry into force of
common rules for these two groups of products on Novem-
ber 1, 1964 was thus a significant step towards the common
organization of agricultural markets.

For the time being, the regulation covers all major dairy
products except fresh milk and cream, for which special
arrangements will have to be decided later.

There are marked differences between the six national
markets for dairy produce, and it was particularly difficult
to work out a common market organization. In addition,
there is such a wide range of products containing a greater
or lesser proportion of milk that the limits of the application
of the common rules had to be carefully defined.

The three main elements of the grain system — import
levies, guaranteed prices and market intervention — are
present also in the common market organization for milk
and dairy products.

The common target price which is to rule once the market
is unified is defined as “the price which it is desired to
guarantee to all producers for all milk sold during the milk
year™,

During the first of two stages of the transition period,
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national target prices have to remain within a range whose
upper and lower limits are fixed by the Council. During the
second stage, these national target prices are to be gradually
aligned on the common target price fixed each year during
the transition period.

Following the decision on common grain prices, a similar
decision on common milk prices was due to be taken by the
Council of Ministers in June 1965. This matter needed to be
settled both to enable the Community to negotiate on dairy
products in the Kennedy Round and also because the large
sums involved meant that it was closely tied in with the
problem of the financing regulation. The decision was post-
poned as a result of the Community crisis starting in July
1965.

Threshold prices serve as a calculation basis for the
import levy in order that producers may be protected
against imports at excessively low prices.

The amount of the import levy has not been laid down for
every product separately, but only for a so-called pilot pro-
duct in each of 13 groups of products. Thus the levy for the
pilot product is in principle also applicable to the derived
products. Among the pilot products are condensed milk,
skimmed milk powder and some cheeses. Customs duties on
Cheddar cheeses are being ““consolidated”, i.e. fixed under
GATT agreement.

The amount of the levy corresponds to the difference



between the threshold price and the exporter’s price free-

at-frontier in the importing country. Deduction of a stand-

ard amount in intra-Community trade provides a measure
of Community preference.

(a) - Threshold prices are initially fixed by each member
country on the basis of a reference price (an arithmetic
mean of ex-factory prices in 1963) for each group of
products, and will gradually be aligned on a common
threshold price fixed by the Council of Ministers.

(8) Free-at-frontier prices are determined by the Com-
mission, as follows:

In intra-Community trade, they are determined on the basis

of ex-factory prices plus an amount calculated on a flat-rate

basis and representing transport costs up to the frontier of
the importing country and the frontier-crossing costs. For
imports from non-member countries, the free-at-frontier
prices are fixed on the basis of the most favourable purchas-
ing possibilities in international trade.

In no other agricultural sector have national governments
assisted producers as generously and consistently as in
the milk market. For example, throughout the Community,

Milk and dairy products

total milk subsidies paid out in 1963 amounted to $500
million (of which half was spent in one country). Under the
Common Market organization, direct subsidies for milk
production will gradually disappear, and producers will get
an assured income from the market itself, Accordingly, the
Council of Ministers decided that no new subsidies may be
introduced and that existing subsidies may not be raised.

Intervention to support the market is planned for butter.
This will involve buying at common expense surpluses of
first-grade farm butter or granting aid for private butter
storage, both of which will gradually become entirely a
Community responsibility during the course of the transi-
tion period.

Government support for the markets in other products is
still allowed, but it must be paid for by member countries
themselves; in any event the Commission must be notified
beforehand. In 1966 the Council is to decide whether
national support measures are to be integrated in a common
system for products other than butter. At the end of the
transition period there will be only Community intervention
taking place and no national subsidies will be permitted.

BUTTER CHEESE
("000 tons) ("000 tons)
1962-63 1962-63
Production Consumption Production Consumption

Belgium-Luxembourg 72 73 Belgium-Luxembourg 30 56
France 326 306 France 507 492

G rmany 396 422 Germany 330 430
Italy 50 71 Italy 334 369

N therlands 83 57 Netherlands 220 116

C mmunity 927 935 Community 1,421 1,463

Source: European Communities Statistical Office

Source: European Communities Statistical Office
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Fruit and vegetables

Fruit and vegetables

Under the Council of Ministers’ decisions of January 24,
1962, on fruit and vegetables, trade in these products was
left almost entirely to the free play of competition. Customs
duties on trade within the Community are being gradually
abolished during the transition period, as national duties
are aligned on the Community’s common external tariff for
imports from the rest of the world. Quantitative restrictions
on trade between member countries were removed on July 1,
1962, for Extra quality products and on January 1, 1964,
for Grade I products; Grade II products are to be similarly
liberalized not later than January 1, 1966. Quality standards
were defined at Community level on the basis of work done
in OEEC and by the United Nations’ Economic Commission
for Europe.

Some of the Six have had once or twice to invoke the
safeguard clause, which is a sort of alarm-bell in the market
organization. As a result, imports both from other member
and from non-member countries were temporarily suspended
50 as to guarantee reasonable prices for producers (e.g. of
apples) in one or other member country.

The Community standards for quality, size, presentation
and packaging have proved no less helpful for producers
and traders than for consumers. Products subject to the
common rules are acceptable for intra-Community trade
and as imports from non-member countries only if they
meet the Community standards or, in the latter case, at least
equivalent standards. This system has helped to simplify
trade and was an essential first step to the unification of the
Community market for fruit and vegetables.

FRUIT AND VEGETABLES

('000 tons)
Vegetables
1962-63

Proposals under discussion in 1965 would extend the
approved Community standards to fruit and vegetables
grown and marketed within member countries. As a second
step, it is now planned to bring in a common market organi-
zation which would mean that the fruit and vegetable sector
could benefit from Community financing, which has not
been so hitherto.

In May 1965 the Council extended the system applying
to fruit and vegetables by instituting a reference price
which plays a similar role to the sluice-gate price in pro-
tecting Community producers against excessive competition
from cheap imported supplies. The reference price is how-
ever calculated on the basis of producer prices inside the
Community (unlike the sluice-gate price, which is derived
from prices on the world market).

Further proposals, aiming at preventing surplus pro-
duction and stabilising prices, are:

® that producers be grouped or encouraged to group
themselves in producer societies;

@ that the authorities intervene in the market to com-
pensate any undue price falls in cases where producer
societies lack funds to redress the situation;

@ that protective measures be taken against dumped
imports from non-member countries and commercial
policies and export subsidies harmonized.

These proposals constitute a major step towards a
common market organization for fruit and vegetables. The

intention is to unify the market from 1966.

Fruit (including citrus)

Production Consumption Production Consumption
B lgium-Lux mbourg 899 804 Belgium-Luxembourg 274 493
Franc 5,915 6,025 France 1,940 3,045
Germany 2,258 3,092 Germany 2,861 5,306
Italy 8,854 7,485 Italy 6,985 5,476
Netherlands 1,081 962 Netherlands 454 114
Community 19,513 18,364 Community 12,514 15,094

Source: OECD
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Wine

As producer of 60 per cent of the world’s wine —and of a
much greater proportion of its fine wines — the Community
has a vital interest in the maintenance of a healthy viti-
cultural economy, even though well over 90 per cent of its
own output comes from France and Italy.

The proposed Community marketing organization aims
at stabilizing markets and prices by adapting supply more
closely to trends in demand; this in turn requires a policy of
quality control.

As a first step, a complete picture of the supply situation
was needed, and to this end the Six agreed to prepare a
viticultural land register of the total area under vines,
distinguishing the type of product, size of vineyards, and
cultivation methods. Each year, producers and wholesalers

‘are obliged to declare their stocks and the quantities
produced or acquired during the previous year. With this
information, the Commission draws up a forecast of the
Community’s wine resources and requirements, including
foreseeable imports from non-member countries and
exports to them.

The Council’s Regulation of January 14, 1962, on the
stage-by-stage establishment of a common organization of
the market in vine products defined, among other things,
the factors to be taken into account in working out a
subsequent Community regulation on quality wines pro-
duced in specific areas of the Community. Accordingly, the

Wine

Commission prepared a proposal which defines common
standards for appraising wines of different origin for which
the appellation of quality wine is claimed. The Commission
does not compare the merits of existing national quality-
control measures, nor does it propose that they continue in
parallel with its own proposals; instead, it has proposed a
common system which makes careful allowance for all
factors which in any member country contribute to the
virtues and distinctive properties of quality wines. The
Commission’s proposal is designed also to eliminate any-
thing which might give rise to fraud or indeed mere mistakes
in this field.

The proposal, accordingly, first lays down rules for the
demarcation of areas of production, for admissible vine
stocks and for methods of cultivation. Any wine named
after any given area must in fact come from that area,
demarcated precisely in accordance with all the factors
which have a bearing on the quality of the wine. The quality
of wines also depends on the vine stock and the methods
used in wine-making. The Commission’s proposed pro-
hibition of sugaring and blending has given rise to
controversy among wine producers and the trade. However,
to allow for practices in different member countries, the
Commission proposed that in certain cases the alcohol
content of the wines may be raised by three degrees and their
volume by at most 8 per cent.

WINE
("000 hectolitres)
1962-63 1963-64
Production Consumption Production Consumption

Belgium-Luxembourg 125 866 Belgium-Luxembourg 161 857
France 72,686 57,279 France 54,180 60,152

G rmany 3,928 7,669 Germany 6,034 7,088
Italy 69,993 58,149 Italy 53,640 53,559

N th rlands 5 294 Netherlands 8 309
Community 146,737 124,257 Community 114,023 121,965

Source: European Communities Statistical Office
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lHl. COMMUNITY AGRICULTURE
AND WORLD TRADE

The European Economic Community is the world’s largest
single importer of agricultural produce. Moreover, between
1958, when the Common Market came into existence, and
1964 the Community’s agricultural imports rose from$7,356
million to $10,000 million. This trade runs at a much higher
absolute rate than trade in foodstuffs between the member
countries, which has, however, risen even more sharply
(from $1,246.1 million in 1958 to $2,822 million in 1964).
This steady increase in the Community’s demand for farm
produce from the rest of the world is due essentially to the
regular expansion of the economy of the Six, to which the
Common Market has contributed.

Given this predominant position, the Community has
accepted its responsibility for improving the conditions of
world trade in agricultural produce.

The Rome Treaty provides for the Community working
out a common commercial policy, which will apply from
1970 onwards. The first step in this direction was the elabo-
ration of the common external tariff for industrial goods,
on which national tariffs are being aligned. First in 1961-2,
and again starting in 1964, the Community has taken part
in international negotiations under the General Agreement
on Tariffs and Trade (GATT) for lowering industrial tariffs.
In the agricultural sector, the situation is more complicated
and the commercial policy followed depends on the way
internal agricultural policy is conducted. For many products
the tariffs and other national measures of protection against
outside competition formerly applying in the Six have been
replaced by a system of levies. The levy system itself can be
considered to be “neutral”. It is the level of target prices
which determine to what extent the system is liberal or
protectionist.

The Community’s agricultural imports
($ millions)

% change
Imp rt d from 1958 1963 1964 1958-64
C mmunity ¢ untries 1,246 2,489 2,822 +126
N n-member ¢ untries 7,356 9,436 10,149 +56
of which:
Industrial countries 3,128 4,337 4,768 +52
of which:
EFTA 859 1,094 1,026 +19
United States 889 1,358 1,627 +77
Developing countries 3,820 4,370 4,642 +21
of which:
Overseas associates* 1,264 1,081 1,164 -8
Latin America 1,090 1,567 1,745 +59
Communist countries 385 720 728 +91

*Algeria, overseas departments and territories of member states, and eighteen
African countries and Madagascar associated with Community.
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Countries traditionally exporting foodstuffs to the
Community were afraid that this system might prove
detrimental to their trade. For example, during the course
of the negotiations on United Kingdom membership of the
Community, the British delegation sought commitments
about the future of trade in temperate zone foodstuffs from
the Commonwealth countries. The Community, which was
then still elaborating its farm policy, felt unable to accept
quantitative commitments which would, moreover, not be in
keeping with a system where price-levels are the determining
factor. Instead it proposed a long-term solution based on
world-wide agreements on price and production policies for
various products. When it was decided to include agri-
cultural trade in the new world-wide series of trade talks
starting in 1964 (the Kennedy Round) the Community again
found itself facing a demand for commitments about the
level of its imports. In this, as in all multilateral negotiations
of tariffs and trade, the Commission negotiates on behalf of

the Community as a whole, under directives agreed by the‘

Council.

New approach

The attitude then adopted by the Community constituted a
fundamentally new approach to the problems of regulating
and freeing world trade in foodstuffs. The Community’s
negotiating position in Geneva was established by the
Council of Ministers in December 1963 on the basis of a
proposal from the Commission. It derives from the idea
that all national farm policies involve an element of support
for farmers ~ whether it is by levies, deficiency payments,
protective tariffs or support buying— which influences both
the producer’s prices and the quantities of foodstuffs involved
in international trade. Each country should therefore be
asked to “bind” — i.e. not to increase unilaterally or without
compensation — the amount of support being received by
its farmers in whatever form: the “support level” to be
frozen in this way, would be measured as the difference
between prevailing world prices and the return effectively
received by the farmer for his output. Under this scheme,
the support level would be bound for three years, after
which period it could be extended or renegotiated. The
support level scheme would be backed by the conclusion of
world agreements aimed at stabilizing prices for major
products such as wheat, some feedgrains, beef and veal,
some dairy produce such as butter, sugar, and possibl;.
vegetable oils.

Thus the Community declared itself ready to accept
commitments about its farm policy, provided other countries




would do so also. The Community’s offer, however, is only
meaningful in so far as its own policy has been defined and
can serve as a basis for negotiation and commitments. It
was in December 1964 that the Council of Ministers fixed
the common grain price to be applied in 1967, thus making
it possible to begin discussing within the Kennedy Round
framework the Community scheme as it would apply to the
world grain market. As a basis for negotiation, the Com-
munity in the spring of 1965 put forward proposals for a
world organization of the market in grains. The main
elements of this would be controlled stocking to prevent
gluts on the market, the establishment of world reference-
prices which would serve as a guide line for production and
trade, the binding of support levels and aid to the less-
developed countries by a system of annual compensation,
which the richer countries would finance by provision of
grain at prices below the world market level. Negotiations
on dairy products and meat, due to begin in September
1965, were delayed because the Community had not fixed
its common price levels because of the crisis which began
at the end of June 1965.

When the Community’s common external tariff was
presented in GATT, certain “bindings’ of customs duties
which had been negotiated by individual member states had
to be ended, since the products in question were due to
come under the common agricultural policy. In their place
the Community accepted a commitment to enter into nego-
tiations with its chief suppliers, once the common agri-
cultural policy was in force, should the level of their exports
decline appreciably. Such agreements were concluded with
the United States for maize, sorghum, ordinary wheat, rice
and poultry, and separately for quality wheat and with
Canada for both ordinary and quality wheat. It was one of
these agreements which the United States invoked in
1962 when it became concerned at the fall in its frozen
poultry exports to the German market.

Agriculture and world trade

Agreements with Associates

Agriculture has also been included in the various forms of
association concluded by the Community with non-member
countries.

The Yaoundé Convention of 1963 linking the Community
with 18 independent African countries ensures that the latter
will enjoy increasingly free access to the markets of Com-
munity countries. In the case of foodstuffs subject to a
common market organization, the measures to be applied
are worked out as the common farm policy comes into
effect for each product; special systems apply for manioc
and for rice. Also under the Convention, the Community is
devoting $300 million of the $800 million in financial aid
which it is giving over five years to improving marketing
and to encouraging diversification of production and
stabilization of market in the associated countries.

Agriculture is also covered in the Community’s associa-
tion agreement with Greece, signed in 1961, which has as
one of its goals equal treatment for the agriculture of Greece
and of the Six. Harmonization of policies is due to proceed
as Greek market organization is brought into line with the
Community system. In addition, for certain products of
particular importance to the Greek economy, the Com-
munity has taken additional steps: lower duties on tobacco
and special tariff quotas for raisins and wine.

In the association agreement with Turkey, signed in 1963,
the Community accords that country during the five-year
preparatory period special tariff quotas for raw tobacco,
raisins, dried figs and nuts. Tobacco and raisins will receive
the same tariff treatment as in the case of Greece.

The bilateral trade agreements concluded with Iran in
1963 and Israel in 1964 also included concessions on selected
agricultural products of particular importance to these
countries. Association agreements due to be negotiated
with Algeria, Morocco and Tunisia are also certain to
cover the agricultural sector.
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Community Topics

An occasional series of documents on the current work of the three European Communities
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The Common Market 1960—1 (July 1961) out of print

. Economic integration and political unity in Europe, by Walter Hallstein (August 1961) out of print
. A guide to the study of the European Communities (November 1961) out of print

. The Common Market and the law, by Michel Gaudet (November 1961) out of print

. French industry and the Common Market (December 1962) our of print

. The right of establishment and the supply of services (November 1962) out of print

Euratom’s second five-year research program 1963-7 (January 1963)

. Ten years of ECSC 1952-1962 (January 1963) out of print

. Energy policy in the European Community (June 1963) out of print

. The Common Market’s Action Program (July 1963)

. How the European Economic Community’s Institutions work (August 1963)

. The Common Market: inward or outward looking, by Robert Marjolin (August 1964)
. Where the Common Market stands today, by Walter Hallstein (August 1964)

. ECSC and the merger, by Dino Del Bo (September 1964)

. Initiative 1964 (December 1964)

. The Euratom joint nuclear research centre (January 1965)

. Some of our ““faux problemes’’, by Walter Hallstein (January 1965)

. Social security in the Common Market, by Jacques Jean Ribas (May 1965)

. Competition policy in the Common Market, by Hans von der Groeben (June 1965)
. Social policy in the ECSC (in preparation)

. Agriculture in the Common Market (November 1965)

. Regional policy in the European Community (in preparation)
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