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EC cereals market under now influences

Shortage after su;glus

INTROTICTTON

The common organization of the market in cereals, which served as a model
for the organization of the other agricultural markets,

oelebrated its twelfth birthday in August 1974, Granted, this was

not a very special occasionj nevertheless, starting from the fact that

it does nut count as one of the problem children of the comnon agricultural
policy, iis development up to now should be outlined here, in view of the
manifoid, ofiten rapidly changing events which were decisive for this sector.
In the sesond part the market organization instruments used for each

situation are discussed in detail.

I. 1962/673 a change of direction

The first part of this account can be very brief. Regulation No 19 on the
progressive establishment of the common orgenigzation of the market in cereals
supergeded the national narket organizations in the Commnity of Six by
introducing Cormunity arrangements for foreign trade and domestic markets.
411 national protective neasures, and in particular the quantitative res-
trictions on inports, were abolished. Since there were still disparities
in prices between the Member States, intra-Community levies had to be
applied, and even the uniform levy vis-3-vis non-nember countries was

a thing of the fuiture. It was not possible gradually to approximate the
target prices of the individual Member States, as had originally been planned,
so it was decided to go straight over to a cormon cereals price with effeot
from 1 July 1967. Admittedly, very difficult negotiations were required

to reach this decision, which was taken on 15 December 1964. The Council

of Ministers finally agreed to an average price level as proposed by the
Comnissione It based its decision on the fact that such a price level

would reduce farm proceeds in those Member States whose prices had hitherto
been higher ~ for this reason, equalization payments to Germany, Italy and
Iuxembourg were necessary — but would increase farm incomes in those Menber

States where prices had hitherto been lower. The creation of an average



price level was designed to avoid an expansion of production and the
resulting formation of surpluses which, according to the line of thought
followed at the time in the light of the world market situation, could

be cleared, if at all, only at great expense and furthermore would have
repercussions on commercial policy if in due course the world market price
were to be considerably lower than the Cormunity price. It was considered
important that the agricultural (price) policy of the Community should
leave import possibilities open for non-member countries. The Council of
Ministers took a far-reaching decision which did not evoke any noteworthy
public reaction at the time but which after some years was to give rise to
heated discussion, i.e., the fixing of the cereals prices in units of
account (u.a.). This was intended to ensure that price decisions, once
taken, would remain unaffected by any currency fluctuations in the
individual Kenber States.

II. 1967/68: no particular surprises

- v e e e wim et s e

In the 1967/68 narketing year, intra~Community trade increased by sonme

14% as compared with the previous year. The effect of the disappearance

of intra~Conmunity frontiers was most noticeable in the trade in wheat,
which showed an increase of 113%, This figure rust be seen, however, in
the light of the fact that in the 1966/67 marketing year imports of wheat
fron Member States had fallen by 33%, caused to a large extent by a drop

in the French harvest of 3.5 million metric tons. The main consumers of EEC
wheat in 1967/68 were Germany and the Netherlands, which together accounted
for 74% of total inmports., Cernany imporfed 581 460 metric tons, which was
nore than twice the amourit inmported in the previous year, and the
Netherlands imported 291 031 metric tons, which was more than five tines

as much as in the previous year. Germany was also the main importer of
barley, with £09 943 metric tons, giving an increase of 11% over 1966/67.
The percentage increase in Belgium/Iuxembourg was even higher (39%), with
total imports of 445 121 metric tons. On the other hand, maize imports
dropped in all the Member States with the exception of the Benelux countries.
The biggest drop of all was in Germany, by 83% (835 590 metric tons). This
concerned nainly the maize from the area south of the loire, which was not

cheap for German consumers.



2. Increased intervention

In 1967/68, intervention (State buying to maintazin intervention price
levels) increased for all cereals except durum wheat. The main reason
for this was the exceptionally good harvest in 1967, especially of wheat
in Germany. The changes in the system of regional prices in south
Germany, together with the lack of export possibilities, probably

contributed to the rise in quantities of intervention wheat in that area.

Since intervention measures could no longer be taken at national level,
intervention agencies started to buy in supplies (intervention A) in

France in 1967/68, and the extent of special intervention measures
(intervention B) declined. Furthermore, in France the late decision

to grant no carry-cver payment for barley and the difficulties arising

at the end of the marketing year affected the interventions A and B for
this type of cereal., A comparison of production with domestic consumption
revealod thnt, for 1967/68, toking imports into account, there was a
surplus of more than 6 million metric tons of wheet, of which 4.8 million
netric tons including flour was exported. Nost of the rest had to be taken
over by the intervention agencies. In the case of barley there was an
overall surplus of approximately 3 million metric tons, of which some

1.4 million metric tons were exported. Despite a considerable increase

in domestic consumption, the transitional stocks, particularly the
intervention stocks, increased in comparison with the previous year.

3. Higher exports, lower imvorts

M B S e e mee R e M Ged e e W e g

Total exports of cereals (not counting the processed products) in 1967/68
increased by 24% in comparison with the previous year. This increase was
due mainly to the considerable rise in wheat exports (44%) and barley
exports (55%)s Prance contributed most to this development} it accounted
for 89% of the exports, thereby maintaining its position as the leading
exporting country in the Community. Declines in exports from Germany and
the Benelux countries were caused by the discontinusnce of concessions in
the case of re—exportation of imported cereals which had been allowed

before the common. organization of the market came into effect. The



increazse in cxports from the Netherlands was due to its being geographically
favourably situated for exporting Commmnity cereals, Furthermore, the
Community once again exported large quantities of wheat in the form of

flour.

Despite the bigger harvest and the increase in intra-Comrmunity trade,
imports were alnost at the same level as the previous year, if naize
and sorghur. are not taken into account. In 1967/68, as in the previous
narketing years, Italy was the leading cereals—inporting country in the

Cormunity, followed by Germany, which contiunmwed to import the most wheat.

IIT. Surplus formation and counter measures

1. Honctary problemz cast first shadows

i I . T N R

The 1963/69 marketing year wos characterized by an especially difficult
rmarket situation. The excellent harvest of 1968 yielded & supply for
which there was no corresponding dermond, particularly on the domestic
rerket. Moreover, monetary problens continued to worsen in the last few
nonths of the marketing year. The high forward discounts for the
French franc resulted in French cerecls being ovailable on the market

in quantities which no longer corresponded.to the actual narket require-
nents; this was particularly so in the northern countries of the
Community. Since these cereals were on offer at prices below the inter—
vention price, domestic production had to be taken over by the intervention
asgencies. It became more and more the practice to obtain cereals for the
sole purvose of selling them under advantageous conditions to the German,
Dutch ond Belgian intervention agencies. This developuent caused the
Cormission in May 1969 to limit intervention in Germany, Belgium and the
Netherlands on cereals harvested in these Menber States. In this way it

was possible to prevent speculative movement of commodities.

2. Intervention stocks at record 1evelc

The considerable increase in intcervention in the 1968/69 norketing year
was also influenced by the fact thnat the derived intervention prices in
sone Gernan production regions hindered the outflow of cereals to the

consunmer regions in the Rhine and the Ruhr. This opened up additional



sales possibilities for goods from those regions in the north of France
which were favourably situated as regards transport. In 1968/69 a

total of approximately 5 million netric tons of cereals had to be token
over by the intervention agenciesj that was 180% or 3,15 nillion metric
tons more than in the previous marketing year. There was no corresponding
outflow of intervention cercals, so that on 31 July 19€9 the ctocke

in hand at the intervention agencies had reached a record level of 6.1
million metric tons, The situation for common wheat was particularly:
criticals it accounted for 4.4 of those 6,1 million metric tons.

1. Expensive phasin§~§oyn_o£ §u5p1u5e§

The beginning of the 1969/70 marketing year must be seen in the light of
the unfavourable development of the previous years Transitional stocks
which were far in excess of the normal stocks exerted pressure on the
narket and caused serious storage problens in Germany and in certain

parts of Italy. This situation was made even rnore difficult in Germany
because of the persistent rumours regarding the impending revaluation of
the D-Mark, Since holders of stocks of cereals considered intervention

as the only possible way of avoiding financial' losses, it seened likely
that there would be an increase in intervention stocks resulting in a
serious shortage of storage space available to the German intervention
agencies. #nd, since constant intervention is a principle of the cormon
organization of the market in cereals, effective but expensive measures

had to be tgken in order to prevent serious difficulties from arising.
These included promoting the denaturing of common wheat by raising the
denaturing premium, thereby recharnelling it into the fodder sector;
different storage arrangements for intervention cereals; special
intervention measures for Germeny which made it possible to sell the
quantities delivered from France under the terms of the old contracts with-
out creating difficulties for domestic production while at the same time
stimilating the marketing of Cermany cereals from December 19693
encouragement of exports to third countries. Finally,the devaluation of the
French franc removed the uncertainty that hod hitherto existed, The
consequent increase in French market organization prices was not completed,
however, until the beginning of the 1971/72 marketing year; in the meantine,

conpensatery payments in respect of foreign trade were either paid or



imposed. Correspondingly, in line with the revaluation of the D-Mark in
1559, the narket organization prices expressed in D-Marks were lowered on
1 January 1970, this neasure being accompanied by the granting of compen—
satory payments to German agriculture. At the end of the 1969/70 narketing
year, intervention stooks were considerably lower: 775 000 metric tons of
comrion wheat and 209 000 metric tons of barley. Rye still presented prob-
lens, however; the German intervention ngencies' stocks rose to 810 000
netric tons by 31 July 1970.

4e 1o definitive soluntion

The 1970/71 marketing yeor began with normal cereals stocks after the stocks
of the previous year had been substantially reduced a2s a result of export

and denaturing of common wheat, The smaller harvest and the lower carry-over
stocks decreased the cereals stocks for the 1970/71 marketing year by
approximately 6-7 million metric tons compared with the stocks of 1969/70.
This had a stabilizing effect on market developnent. At the same time, with
sales more buoyant ond operators carrying rather higher stocks, the inter-
vention quantities bought in contracted sharply.

The consumption of cereals in the Community rose to sfome 77.8 nillion metric
tons in 1970/71. The reason for this was the increase in the consumption of
cereals as fodder, caused by the increase in production of pigs for slaughter
as well as of eggs cnd poultrymeat. The market continued to show a preference
for maize as o fodder cereal, as is evidenced by a consumption of 16.5
nillion metric tons. ZApproximately 8 million metric tons of wheat was used
for feed, about half of which was in denatured form. But only from time to
time were we able to forget the surplus problem. The cereals harvest of

1971 brought it to mind again. There was a record harvest of some 77 million
netric tons, vhich exceeded the previous record harvest of 1969 by around

9¢. The greatest quantitative increase was in the production of common
wheat. In the 1971/72 norketing year, barley benefited from a considerable
denand from certain non~nember countries, and this had an anexpected stabi-
lizing effect on the barley market. Desides maize the surplus common wheat
also benefited from this development, so that denaturing reached more or

less the sarne level as in the previous year. The high harvest cgain
resulted in large intervention purchases. In the case of barley, there was

an exceptionally great quantity of winter barley, for which the required
minimun quality otill constituted an excessively high intervention induce-
nent. Furthermore, in the cease of this cereal, too, the intervention possi-
bility from the first month of the marketing year resulted in a lack of

active effort to keep stocks and make cormercial sales.



Almost 100% cf the intervention winter barley had to be taken over in

the first two months of the marketing year. Tue previously noted hich
degree of intervention for rye continueds The main reasons for the
persisting difficulties in the casc of rye were the unfavourable price
ratio to fodder grain, which still exists, and the fixing of different
intervention prices in different regions, a practice which is in conflict

with the market rules and has since ceased.

IV. Reversal to shortage

1s Effect_o{ HS§R_pErgh§sgs

The 1972/73 marketing year saw the beginning of a develepment of which

very little account had been taken when the detoils of the organization

of the market in cereals were worked out. It started with the purchase

by the USSR of vast quantities of wheat and fodder cereals. Within

about six months this country bought nearly 3C million metric tons from the
USA and Cenczda, Austrzlis, Sweden, the Community and even Rumania.
Purchases from the USA, amounted to 18 million metric tons, which corresponds
to 407 of cereal exports frou that country in a ncrmal year. - This import
demand from tlie Soviet Union was accompanied by an eqguz2lly high demand

from other import countries, 2 bad harvest in JAustralia, and the lack

of anchovy shoals in Peruvian woters. The attempt to make up for the
shortfall of Peruvien fishmeal producticn by soyabean protein increased

the price of soya beans and with it the price of wheat and fodder. The
effects of this were particularly noticeable in those ilember States which
depend to a large extent on imports and to which the accession compensatory
amount in accordance with the rules of the Accession Treaty cannot be
applied where the world narket price exceeds that of the Conmunity. This
resulted in market prices which were considerably higher than the
intervention price, especially in the United Kingdom and Ireland.

2. Regional supply shortages

- mn em ae e e E ol

Although in 1972 the wheat horvest of 41.1 million netric tons in the
nine cowntries which now consztitute the Community exceeded the 40.1%
million metric tone of the previous year, and although 1973 showed no
change as compared with 1972, the beginning of the 1973/74 marketing
year brought regional supply difficulties for Italy. A= a result



unprecedented quantities of French wheat were sent to Italy, where the
wheat harvest had fallen below normal. Frcnch wheat deliveries in
August 1973 were 167 TO0 metric tons as against only 21 0CO metric tons
in the corresponding month of the previous year. Furthermore 200 000
metric tons of wheat from the stocks of German, French and Belgian
intervention agencies wers made available for the purpose of supplying
the Italian population with foodstuffs. The Italian intervention
agencies sold 107 000 metric tons of common wheat from their own stocks
in order to cover the most urgent needs of southern Itely. Finally,

a ban was placed on exports of durum wheat from the Commnity - which
incidentally is £till in force — and also on exports of flour, groats
and meal mode from Italian wheate. During this pericd the insufficient
graduation of intervention prices within the Community monifested itself
disadvantageously in that it was not poenible to channel the cereals

automatically to the areas where they were needed.

3. Communlty nevertnele°s conscious of responsibility towards non-member

e e wm e MR G e e e SN G R e Ghe e e e W W e e Yaa M G e e e e

countries

The Community is also aware of its responcibility towards its traditional
customer ccuntries and particularly of its obligations to the developing
countries, Commuriity food aid in the form of cereals now coues to an
annual total of 1.287 million metric tons, whereas the Commmnity of Six
used to provide 1,035 million metric tons. laintenance of the first
figure at that level requires a 2539 increase in expenditure. In order
to make a larger quantity of common wheat available for expert and
thereby supplemcnt the supply on the world market, the Commission decided
to drastically reduce the inducement to convert common wieat into fodder
by grantin~ denaturing premiums with effect from 1 November 1973; since
10 February 1974 no premiums of this kind have been granted. Theoretically
epeaking, however, a premium can still be granted if the necesrary conditions
are present, which in the short term is unlikely to be the case. The
fact of the matter i= that, except for a brief period, the world market
price has been clezrly above the Community price ever since the autum

of 1973, a situation in direct contrast with that prevailing when the
common orgenization of the market in cereals came into effect. In line
with this develcpment, the attitude of the USA hos slsc changed.  The
sccusation that the Community was pursuing an aggressive export policy
which interfered with sales by traditional cereals-~exporting countries,
with the object of providing artificial protection for uncoumpetitive

Community agriculture, has receded into the backgrounde At the time



the Commumnity was able to defend itself by pointing to the increase in

US exports, ecpecially soya, to Europe and also by pointing out that o
comparison of support payments in USA agriculture with those in Community
agricultvre showed an advantage for the USA. At present the Communmity is
urgently needed as a source of supply on the world market in order to

enable a policy of equalization in international context to be applied.

(a) Rize in exports

Investigation of the Community export trade in cereals shows a clear upward
trend. Admittedly at the time this report was written a complete survey

was avgilable only for the 1972/73 marketing year, in which year the
shortage on the world market had not yet manifested itself so clearly.

In the case of wheat exports from the Community we are mainly concerned
with common wheat, whereas the imports consist to a large extent of durum
wheat for the manufacture of groats, meal and peste products as well as
quality wheat, i.e. types with a high baking value for mixing with Community
wheat, It must be stated however that in recent years the cultivation of
wheat with high baking qualities has been greatly increased in the Commumity,
particularly in France. This is reflected in the decline in Community
imports, which is dealt with in greater detail below. Besides common
wheat, barley plays an importent part in exportse  According to the
Statistical Office of the Luropean Communities, the wheat exports including
by~-products of the original Community of Six were 14,17 million metric tons
in 1972/73 os compared with 10428 nillion metric tons in 1971/72, the grecter
part of which (8.81 million metric tons and 6.30 million metric tons,
respectively) came from France. This, therefore, constituted an increase
of 37£%. A compariscn between the average for "1971/72" determined over
a numbér of years and the average for "1967/68" shows a yearly increase of
6+1% in the rate of growthe If the United Kinrdom, Denmark and Ireland
are counted as lMember States for this period - the Community market
organization came into effect in these countries on 1 February 1973 ~
exports decline to 12.C4 million metric tons. In addition to this, the
Wnited Kingdom exported 167 000 metric tons, In the year under review

the Commmity of Six exported 7.60 million metric tons of wheat and 4.34
million metric tons of barley, as opposed to 4.82 million metric tons of
wheat and 4.27 million metric tons of barley in 1971/72; thia constitutes
an increase of 57.9% for wheat and 1.6% for barley. A compariron between
"1971/72" and "1967/68" shows an increase of 1.5% for wheat and 21.3% for
barley on the basis of the Community of Nine, On the same basis, exports

to non~merber countries declined by T.52 million metric tons for wheat ond
by 4408 million metric tons for barley. In addition, the United ¥insdom

exported 62 00U metric tons of common wheat and 83 000 metric tonr of barley.



10

Fron July 1973 up to and inclvding June 1974, the Community of Nine exported a
total of 5433 million metric tons of wheat including flour expressed as cereal

value, the deliveries to Britain being in addition to the intra~Community trade.

(b) Drop in impcrts

The Comrmunity of Six imported a total of 16.73 million metric tons of cereals in
1972/73 as against 14.35 million metric tons in the previous year, giving an
increase of 16.6%; but the percentage was ~30% in 1971/72 as against 1970/71 and
-1.7% in "1971/72" as ageinst "1967/68". Calculated in terme of the Community

of Nine - counting importe from the United Kingdom and Denmark into the Community
of Six ar Community deliverics - the import total goes down to 16,39 million
netric tons. In 2ddition to this, the United Kingdom imported 5.9 million
metric tons of cereals in 1972/73, giving a total of over 22 million metric tons.
Maize accounted for the major part (+ 23%) of the imports by the Community of Six
in 1972/73, with 9.86 million metric tons as opposed to £.02 million metric tons
in 1971/72. A comparison betwecn 1971/72 and 1970/71 shows & decline, however,
of 18.4% and between "1971/72" and "1967/68" a decline of 3.3% The high maize
imports can be attributed to the increased output of animal products (pigmeal,
cgge and poultry). Furthermore, where the world market price was below Comrunity
level, maize was the most Ffavourably priced fodder cereal, particularly at the
expense of harley. In addition to the maize imports by the Community of Six in
1972/73, therc were United Kingdem imports to the amount of 2.7 million metric
tons. Italy was the leading irmporter of maize fron non-member countries, with
4.7 million metric tong, The total wheat gquantities of 3.53 million metric tons
constituted an important item of the cereals import balance for .the Community of
Six in 1972/73. There was an increase of 10% compered with 1971/‘72; a decrearse,
however, of 317 for 1971/72 compared with 1970/71, and a decrease of 1.8% for
"1971/72" compared with "1967/68". Furthermore, in 1972/73 the United Kingdom
imported 2.8 million metric tons of wheat, thus heading the list, followed by
Germeny with 1.0 rillion metric tons, Itely with 0,97 million metric tons, and
the Netherlands with 0.38 million metric tons. It must alro be mentioned that,
in the ycar under review, the Community of Six imported 2.3 million metric tonms
of barley as oppoged to 2,4 million metric tons the year before, a decreare of
3.3% In tcrme of the Corrmnity of Nine the quantity declines to 2.05 million '
netric tons. The United Xingdom, one of the important barley-producing countries,
imported only 389 000 metric tons from non-member countries, whereas Italy with
1.15 millicn metric tons tops the list, followed by Germany with 1.06 million
netric tons. In the period fron July 1973 to June 1974 the Community of Nine

imported a total of some 5 nillion metric tons of wheat including flour expressed

as cercal valuc.
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4. Rise in intre~Communitv trade frontier compensation problematic
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Intra~Community cereals trade continued to show an upward trend, corresponding
to the given Cormunity preference, up to and including the 1973/74 narketing
year; official figures are available, however, only for the 1972/73
marketing year. Business ciroles complain of the uncertainty which,
because of frontier compensation, exists in the case of downwards—floating
currencies and makes dealings in futures extremely risky. Consequently,
repeated demands were made for advence fixing of frontier compensatory
amounts. Matters were not helped by the fact that France, one of the most
important cereals producers in the Community, decided to float the franc

in isolation. Owing to events in the monetary field, the common
agricultural market has now split into seven different sectione viz. the
United Kingdom, Ireland, the Benelux countries, France, Italy, Germony camd
Denmaxk, the lastenamed country being the only one which does not make use

of frontier compensatione. Although frontier compensation is the only
means of implementing market organization in the light of the varying
currencies it is difficult to maintain, despite the simplification undertaken
on 4 June whereby each country applies the frontier compensation which
corresponds to its currency deviation and the joint floaters? amounts do

not change during the entire marketing year. Since economic conditions
differ greatly among the individual Member States = take the rate of
inflation alone as an example = it is hard to calculate compensatory amounts
which are correct in every respect., The Commission advooates that, in the
interest of the common agricultural market, the frontier compensatory amounts
shall be abolished by 31 December 1977.

In 1972/73 the Commmity of Six transacted intra=Commmity trade in cereals,
including by~products, to the amount of 11 million metric tons, which equalled
the level of the previous year. In 1970/71, an increase in the growth rate
of 35.7% was recorded with reference to the previous year; "1971/72" compared
with "1967/68" showed an increase of 18.3%. France was the leading supplier
of cereals in the Community with a total of 8.26 million metric tons, i.e.,
75% of total supplies. France showed an increase of 52.4% in 1971/72 over
1970/71. The most important Community consumers of French cereals are
Belgium-Luxembourg, Germany, the Netherlands and the United Kingdom which

imported close on 3 million metric tons in 1972/73.
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Italian cereal imports from the Community; on the other hand, remained at a
very low level. This must be seen in the light of the special arrangement
allowed for Itdly in reapeet of imports from non-member countries: thie
arrangement is gradually coming to an end. The most important items in
intra~Commmity cereals trade are wheat (1972/73: 4.7 million metric tons),
maize (3.9 million metric tons) and barley (2 million metric tons).

Se j973/74 still considerable intervention ~ less wheat converted for use

ST e e e e - o B~ f e — - - - " o e n et

as fodder

- - e
Intervention in respect of common wheat in the six original Member States
still concerned the substantial amount of 1.27 million metric: tons in the
1973/74 marketing year., Germany accounted for approximately 75%
(760 000 metric tons) of this, but Belgium®s share was also noteworthy,
rith 237 000 metric tons. These figures may be due +t6 the absence of carry=-
over payments for stocks in hand at the end of the marketing year. For
the first time since thé common organization of the market came into
existence, the Commission did not deem such payment necessary, because of ~the
high world market prices, The Council agreed with this attitude.
Monetary events'may dalso have had an effect. Since, within the framework
of frontier compensation, the effect of the devaluation of the French franc
was not taken into account in the case of French cereal deliveries to
fellow Member States, French ceresls were underpriced on the German-and
Benelux markets. The under-pricing of the French cereals was partly responsible
for cereals on the German and Benelux markets being bought in by intervenfion
agencies or for French cereals themselves being bought in.  Although wheat
intervention increzsed by 193.5% in comparison with 1972/73, there was a
decreasc of 9.7% in comparison with "1968/69" (1968 = average 1967, 1968 and
1969; 1969 = average 1968, 1969 and 1970). In Germany the intervention agencies
bought in 139 000 metric tons of rye, which was 58.3% less than in the previous
year, and 342 000 metric tons of barley, likewise practically only in Germany,
which was 30:5% more than in the previous year. According to the cereals market
orgsnization, the guarantee given t6 the producer in the form of intervention
possibilitles is only an emergency measure. However, in the present situation
of short supplies the intervention stocks have often proved very useful in enabling

food aid obligations to be met.

In 1973/74 in the Commumity of Nine, only 4.43 million meiric tons of wheat were
consumed by animals as against 7.78 million metric tons in the previous year.
As has already been mentioned, on 10 February 1974 the Commission ceased to

encourage the conversion of ecereals for fodder in view of the crisis situation
in gsore Coveloning comntries,
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DEFferential market price develoomens

o ST G e ST SR S M I R N, MY MO r o R B30 Gt

The dievelopmert of market prices Tor sommern whessd Jn dhe individugl Mexbor
Statess differed greatly during the 1673/74 uarvkofing year. In Tialy and
the Uinited Kingdom market priices were far above $he #hreshold price; dn
Franciey Germany ant the Benslux countries they were morily below ite The
pricer differorntlales fixed dn the dndivifinal worthe «©F ‘the marketing yerr
fluctineted strongly, awl at the heghmiing of 7974 were ot maximun varience
to thie exbont of 30 eaw per medrdc ton betveen the Thiited Fiuglom on the
one hiand and Germeny and Belgiwn om the oiher, anl o the cxtont of 55 wa.
per metric ton bedween Ttaly on tthe one havd and Uermany znd Belgiun on ‘the
other’» JFut such & comperison of privas An widthe of acoount betwean Merber
Staters with & wosk ourrensy emt Menber Hiabes with g sirong ocurrency only
preseuts o distorted ploturs of reality, since in ascordsmos with Articls &{13
of Repguistion BEC Neo 97’4;/?:3 of the Gruneil the currensy soppenssatory smount
was ot apriied fn Ttaly, France, the Thited Kingdon 2xd Treland. For a
consildergble part of the "1972/74 marketing year no import levies were

charzed for cemmon wheat from norewenher cturtrices. Comsequently, prices in

Member Blates depsndent on dmporis, sush we it United Kingdom ond it

were influenced by the sitwation prevailling on the world merket, where

2

pricas werw sbove the threshold prioc. Farthermore, the mom-swpiication of

0 s g PN S SR [ S ¥ 3 . 5 i ey
curreney sorpentatory smcunis iy these coundries {impori su‘bmdy} cansed A

furtliér price rice, FPrices inm Gevaany, on the other hand, were dbelow the

thredhold pricée. Thiz can be atiribuied do the more favourable supply

‘gituation for commor wheat in that country and aliso io the deliveries of

Frensh common whest, which vere especially cheap because tho Franch ocurremnny
compématﬁry amount, (export lavy} was not zpplied. In Prance prices were at
a relatively high level; bui were neveriheless below the thresheld price for
the greator part of the marketing year, despiie an incréase in deliveries,
partloulariy to Italy (+ 395%) and to Germany (+ 21%). In the case of
Germany, these deliveries were facilitated by the fact that the currancy
compensatory amount was not applied, whereas in the case of Italy, whero

no chrrency compsnsatory amount was applied either (import subsidy), the
effents of the wmonetary situation were net so far-reaching.
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Italy bought large quantities from France in order to avoid having to pay
the very high world market price, It must be mentioned, however, that the
narket prices of cereals in Italy, in contrast to the situatibn in the other
Member States, were always closer to the target price than to the
intervention price. ©Since this is the case not only with fodder grain
(dependent to a large extent on imports) but also with wheat, the form of
marketing could also play a role here.

V. Balance altercd through enlargement

To United Kingdom leading import country

The entry of the United Kingdom meant that a major importer of cereals was
added to the Community in 1973. This had an effect on the Community'!s state
of supply in relation to demand. The net import requirements of the
Community of Six, which had dropped to below 10 million metric tons, could,
under normal conditions, reach approximately 12 million metric tons for the
Community of Nine: maize, quality wheat for mixing purposes, and durum
wheat for the mamufacture of paste products. The British import requirement
of wheat was in the neighbourhood of 3.5 million metric tons, of which
approximately 1 million metric tons in this marketing year was covered by
France and the rest by non-member countries. In addition to this there was
an import requirement of some 3 million metric tons of maize, one-—sixth of
which was supplied by Francc.

2. Tendency, however, to raise own production

There seems to be every reason to believe that the United Kingdom, whose
agricultural structure is good, will become less dependent-on imports in
the future. At present, cereals constitute only about 30% of British
agricultural production. Since the prices in this field hawve developed
favourably in the past two years, many farmers succeeded in making up for
the lower priccs for animal products; it must not be forgotten, however,
that production costs for cereals have increased very sharply. Producers
now show a tendency %o use more green and dry fodder and to sell as much
cereals as possible., Before the adoption of the Community market
organizations in the United Kingdom some 50% of the wheat harvest was
converted to fodder because the difference in price between wheat and
barley was only slight.
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The area’under wheat, which in 1974 was approximately 1,25 million
hectares, has grown by more than 120 000 hectares since 1972. Most
striking, however, is the increase in yield per hectare, In 1972 it was
42.4 quintals; but in 1974 it is estimated at 48 quintals, with peaks of
over 100 quintals, DMore productive wheat typcs are responsible for thic,
The development scems to be continuing, as is also the case in the other
Member States. It is also possible that, if cereal prices continue to

be profitable, not only will the trend towards reduction of forage crop
growing continue but therc will also be a reduction in permanent

grassland corresponding to the Dutch example with its relatively high
percentage of far more than 50% of cereals in mixed fodder. A similar
price situation will probably sec a reversion to less expensive substitutes
such ag soya, tapioca, waste products of the starch industry, carob, peas,
etc., which would be important for cereal consumption in the United

Kingdom and therefore also for imports.

3+ Srecial marketing foatures

One of the special characteristics of cereal merketing in the United
Kingdom is that about 90% of the total harvest is stored on the farms,
Almost all cereal-growing holdings are equipped with a silo and are also
obliged to have a drying plant because the moisture content in the crop is
often more than 18% or 20%. The State encourages the creation and
improvement of storage installations, These installations are of widely
varying types, ranging from impermeable grain silos which contain barley
with a moisture content of 18% that is sealed off from air and is intended
for farm animals to sophisticated installations equipped with delivery
pits, conveyers, weighing machines, continuous dryers,etc. The cereals
are stored on the farm and sold regularly from September to June, Thus
the prcoducer takes over part of the tasks which, in the other member
countries, are generally taken care of by the wholesale tradc. The trader
concentrates on transport of the cereals to the storehouse of the mill or
of the feedingstuffs factory, but he himself is often the manufacturer or
distributor of feedingstuffs and sells seed, manure, herbicides and
pesticides while at the same time advising on these matters. At present
there is a very strong concentration of activities within the sector.

This has been achieved to a very high degree in the feedingstuffs and
milling industries,
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4, Intensification of malting barley and malt exports?
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It muet be mentioned here that the climatic conditions in the United
Kingdom are favourable to the production of malting barley. There is
therefore every likeclihood that it will consolidate its position as an
exporter ofmolting barley and malt in the future. At the moment it is
exporting to fellow EEC Membher States but also to distant non-member
countries such as Nigeria and Japan. Total British barley production,
which accounts for more than half of the cereals output, will probebly
increase in the coming years more slowly than wheat production, although

here could be an increase in the barley surplus in the long term.

5e Depmari lorgely selivsufficient

Denmark entered the Community as a country which is self~-supporting to a
large extent in respect of cereals. Maize is the only cereal for which
there is a clear import requirement, i.e. for the current marketing year
225 000 metric tons, of which 150 000 metric tons are likely to come from
non-member countries and 75 000 metric tons from fellow Member States.

With Belgium and the Netherlands, Denmark is after all one of the most
important Community countries as regards output of animal products. Despite
the fact that the area under cultivation was slightly reduced, the Danish
cereals harvest showed a small increase thanks to the excellent weather
conditions which prevailed this year. Denmerk, with Germany and France,

counts as onc of the ERC countries where rye is an important product.

6. Quality of prime immortance for malting barley

Examination of the statistics reveals that in 1974 in Denmark barley alone
accounted for 1.5 million hectares of the estimated 1.8 million hectares
under cercals. This is all the morce noteworthy in view of the fact that

this figure refers to summer barley only, since the cultivation of winter
barley is forbidden in Denmark because of the prevalence of mildew. That

is why in Denmark there is no question of moving from summer barley to winter
barley in order to reduce production costs, as is already done in France,
Germany and Belgiume In Denrark vital importance is attached to quality in
the casc of barley. This is evidenced by the fact that each year it

covers more than two-thirds of its seed requirements with certified seed,
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In the opinion of Danish producers, the premiums paid up to now for the
varietally pure malting barleys offer no incentive for accepting smaller
yields or extra costs for sorting and separating the individual varieties,
Accordingly, further developments could depend on the breeding of new vari-
eties with top yields and good malting properties. In the present marketing
year it should be possible to export about 150 000 metric tons of Danish
barley to non-nember countries and about 275 000 tons to other Community

Member States,

VI. Organization of cereals market stabilizes prices

e Security of supply

The US Department of Agriculture estimates the world cereals harvest for
1974/75 at 916 million metric tons as against a record harvest of 970.2
nillion metric tons the previous year, Owing to this smaller harvest, the
world market price level is at present considerably above that of the
Community. It is not possible to say how long this situction will last, In
the USA, a series of measures are being taken in order to boost home produc--
tion. Since the shortage concerns fodder grain in particular, the Commission
must be prepared to accept the fact that maize imports, which in 1973/74 were
approximately 13 million metric tons, cannot amount to more than 8.8 metric
tons in the present marketing year, pvarticularly since the USA wishes, by way
of voluntary control measures, to arrive at a fair distribution of the scarce
supplies among those concerned. The resulting gap, which can be filled only
by home-grown cereals, wheat in particular, requires, besides a sparing use
of cereals in the fodder sector, a careful export policy on the part of the
Community focused on those countries with the greatest supply shortages. The
Comrmunity buyer has to reckon with the high world market level only for
imported goods, whereas for Community production the much lower Community
level preveils. This security of supply as a result of market organization
has also been acknowledged by the Community?s Economic and Social Committee
in its "Balance sheet of the common agricultural policy", since it goes hand
in hand with price stabilization.

The fact that the Community cereals harvest reached new record

heights in 1974 was fortunate in view of the swing to scarcity

on the market. The latest estimated figures issued by the

Statistical Office of the Muropean Communities show that the

total cereals harvest is 108 million metric tons as compared

with 91 million metric tons in 1967. The increase can be

attributed almost exclusively to a rise in the yield per hectare

of all types of cereal in all Member States.,
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The average yield of vheat per hectare, for instonce, is estimoted at

300 guintals for 1971 azainst 33.2 quintale in 1967. Improved cultivation
techniques, cnd ever-increasing use of more prodﬁctive cereal varieties,
should result in a further rise in yields per hectare in the coming years.
Regional top yields show that the limits have not yet been reached; in
these top yields, haowever, quantitative improvement did not always keep

pace with qualitative requirements.,
3. Commmity ceresls balanoe 1974/73
then thie report wes being written, the Commission worked out the Community

cereals balance for the 1974/75 merketing year, which gave the following

resulis for the rost important types of cereals:

gﬁzzzn Barley ilnize gﬁg;?
Arez under cultivation
(nillions of ha) 945 8.8 3.0 1.8
Yield (quintals per ha) 4343 3943 4840 2043
Production (millions of metric tons) | 41.0 e 1ot 3.6
Consumption on the fara Te5 154 4.5 0.6
Tronsitional stocks 5.7 1.4 2.9 0.3
Iiarket sales 33.5 19.0 Ce9 3«0
Avcilable quantities 39.2 204 | 12.8 343
Tomestic consumption 31.7 19.0 J 20.1 3.5
Of which: for fodder purposes 9.0 112 1543 -
Carry~over 2% end of marketing year 443 1¢3 2.5 0.6
Donestic requirenents 3640 20.3 22,6 241
Surplus (+) Deficit (--) + 3.2 4+ 041 - %8 |~ 0.7
Imports + 3.8 + 1.5 + 8.8 + 142
Exports + 7.0 + 1.6 - 10 + 0ed
Balance = 740 ~ 1.0 - 047 — 0.2
s et ; -
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Admittedly, it must be said that o difference of opinion exists in scre
Member States, os is evidenced by the Fact that they still incist on o
maize import of 10.9 millicn metric tons, There is also o difference

of opinion in regard to the use of cercels for fodder purnoszes.

e e enn e
Millions of metric tons !
YMember States Commlssion
Common wheat 6.7 90
Barley 10, 7 112
Haize 16.8 15.3
i Total 3442 355




