CONMNMON MARKET

FARM REPORT

SIGNIFICANCE AND SCOPE TO U.S. FARMERS
OF COMNMON MARKET DECISIONS ON AGRICULTURE

Completion, in December, of the organization
of a Common EEC Agricultural Policy not only
accelerated development of farm markets in
the European Community, but fixed a common
policy for the Community's external relation-
ships with such important world trading part-
ners as the United States.

Back in January, 1962, the EEC Council of
Ministers - representing the slx member coun-
tries - reached agreement on policles for
pork, poultry and eggs, gralns, fruits and
vegetables. These commodities represent 53
percent of the Common Market's farm production
and 23 percent of its total farm imports.

The December, 1963, decisions by the EEC Coun-
cil, covered rice, beef and dairy products,
accounting for 32 percent of the Community's
agricultural output and 14 percent of its
total farm imports.

This means the foundations have been laid for
a common policy covering 85 percent of the
Community's agriculture but affecting only

37 percent of the EEC's import total of $9.0
billion annually in farm goods, much of which
comes from the farms and ranches of the U.S.

These foundations provide a framework for all
farm products, together with a uniform system
for the future conduct of trade both within

the Community and with non-member countries.
Still needed, of course, are uniform farm
prices which must be establisghed by the Councill.

It was also decided in December that, on those
farm products where no common price has been
fixed by the time the so-called *Kennedy Round"
of negotiations begins in the General Agreement
on Tariffs and Trade (GATT), only a theoretical
price will be set. This will enable the United
States and other important farm-exporting coun=-
tries to engage in a full discussion of liberal-
izing agricultural and industrlal trade with the
Community.

Furthermore, 1t hag been agreed by the EEC that,
in implementing the new agricultural regula-

tions, consideration must be given both to the
protection of Community agriculture and to
countries that export to the EEC.

At the same time, 1t has been decided that no
additional refunds on grain price differences
among the Community member states will be per—
mitted. This wlll enable non-member countries
to enjoy a uniform competitive position in
trading with the EEC --- a posltion more like
the preference member states grant each other
under the Common Market Treaty.

ADDED DETAILS OF
RICE REGULATION

The rice regulation adopted in December
is based on much the same formula as
the grain regulation which has been in
force since August, 1962. However, the
economic effects of rice and graln regu-
lations are somewhat different.

The EEC rice trade is much less impor-
tant than the trade in wheat and feed
grains. Also, unlike grains which are
produced in all the Member States of the
Community, rice is grown only in France
and Italy. The Community's trade in rice
is shown by the following table:

('ooO metric tons) 1959 1960 1961 1962

World exports 6,772 6,969 6,138 5,780

EEC exports to
non-member
countries 195 196 238 218

EEC's % of
world exports 2.88 2.81 3,88 3.77

EEC imports of
rice from non- .
member countries 353 394 279 322

EEC imports from
the United States 87 63 95 107




It 1s significant that from 1959 to 1962
EEC imports from so-called developlng
countries declined while imports from
the United States lncreased substantlial=-

ly.

Under the common organization of the rice mar-
ket, a uniform levy will be applied to trade
with non-member countries that amounts to the
world market price for husked rice, plus five
percent. Target (see Glossary) and interven-
tion (see Glossary) prices will apply only in
the two rice producing countries, France and
Italy. In the other four countries - Belgium,
Federal Republic of Germany, Luxembourg and
the Netherlands - a uniform threshold (see
Gloscary) price will be set.

It should be noted that since rice prices
have not yet been established, it is impossi-
tle to determine, at this time, the amount

of protection which will be provilided EEC
producers.

As gsoon as the levy comes into force, all
other protective measures on rice will be
abolished. Threshold prices will be aligned
so that there will be a uniform price by the
end of the transitional period (Dec. 31, 1969)

It is likely that prices in EEC rice-consum-
ing countries (i.e., the four which do not

produce rice) may rise slightly, but not

enough to affect adversely the present per
caplta consumption of five and a half pounds
per year, .

Incidentally, the levy on long-graln rice,
which comes primarily from non-member coun-
tries including the U.S., will be no higher
than on round rice.

Rice from non-member countrles designed for
re-export from the Community may be imported
duty free.

Some slight increase in Italian production,
coupled with the new rice regulatlon, may
result though avallable land and climate are
not favorable to any major increase in Italy's
output of rice. Since 1957, EEC production
of rice has been on the decline and U.S.
productlon has risen sharply.

Noting a record high rice crop in the United
States in 1963 and prospects for another
"bumper" crop in 1964, the U.S. Agriculture
Department expresses some Yuncertainty" re-
garding the export outlook in its January
Rice Situation report. However, USDA says
the new European Communlity rice regulation
"probably will have little effect on U.S.
exports during the current marketing yearH.

The EEC Commlssion has released detalls of an
extensive agenda relating to matters which
will be given consideration durlng coming
months.

The Commlission's work program covers the per-
iod of January 1, 1964, to December 31, 1965.
It 1s estimated some 30 directives will be
issued during this time, including regulations
affecting agriculture.

Work 1s also proceeding on removlng obstacles
to the movement of goods, particularly with
respect to the quality, composition, packag-
lng, marking and inspection of foodstuffs.

In terms of specific commodities, the EEC's
Council of Ministers has abolished minimum
prices and quantitative restrictions on fruits
and begetables. By June 30, the Councill 1is
expected to draw up Community rules for the
operation of the markets and for commercilal
transactions in frults and vegetables.

By July 1, target prices for gralns are to be
fixed and the EEC Commlsslon proposes that
this be done in one step for the 1964-65 mar-
keting year. The grain portion of the levy
on processed products, such as flour, meal,
malt and starch, is revised to be compatible
wlth the common level of graln prices. Pro-
tectlon of the processing industry will be
{huslreduced to 2/5ths of the initial price
evel.

®-

For pork products, eggs and poultry, intra-
Community levies are being gradually reduced.
The portion of the levy geared to variations
in feed grain prices is to be reduced in line
with the level of common grain prices. By
July 1, the part of the levy on imports from
non-member countries, established to maintain
Community preference, will be ralsed from

1 percent to 4 percent.

Steps are also being taken this year to assure
the free movement of workers of all member
states within the Community. In adcition, the
EEC is organizing a conference in the second
half of 1964 to study problems of vocational
training.

Conglderation is also being given to proposals
for setting a uniform rate structure for the |
transportation of all goods within the Commune
ity.

The termination of dlscrimination between men
and women workers with respect to pay scales
is also being examined.

In 1964, measures will be sought to provide =
within the fremework of the Common Agricult:
al Pollcy = for the interests of the asscoci
ed African states and Madagascar with regard
to products simllar to or compatible with
European producte.




The Community will participate in the United
Nations Conference on Trade and Development
which opens in Geneve, March 23. The EEC will
alsoc participate in the GATT conference - the

"Kennedy Round" - due to begin May 4 in Geneva.

Also on the agenda for thls year are negotla-
tions and exploratory talks with a number of
non-member countries. The terms of possible
assoclation with Austrie are to be studled

and the assoclation agreement with Turkey is

Among the key declsions made by the Council
of Ministers December 23, 1963, was one to
pursue a common fats and olls policy on the
basls of world market prices for the raw
materials concerned, while giving direct sub-
sidies to producers in the Community.

Production in the Community covers only 20
percent of the six countries' requirements of
01l seeds and olive oll. If olive oll is
omitted, oll seed production covers only 7
percent of the Community's needs. With res-
pect to fats and oils combined (excluding
butter) the Community currently meets only
about 45 percent of its needs.

The December decisgion calls for the free im-
port of oll seed and oils at the duty rates
laid down in the common external tariff,

The tariff rates which will be applied under
the common policy are zero percent for oll
seed and 8 to 10 percent for the oils and
fats derived from guch seed. These are
ldentical with rates already agreed to by the
Community in GATT negotiations.

The EEC will provide direct subsidies to pro-
ducers of rapeseed and linseed who must com-
pete with world market price levels. Sub-
sldles of thls type are already being granted
producers in the Federal Republic of Germany,
France and Italy.

An intervention price will be fixed and im-
port levies established on olive oil, which
1s primarily produced and consumed in Italy
and constitutes the only agricultural activi-

NEW DEVELOPMENTS

=-Cermar
In adopting a beef policy regulatlon, the
Council of Minlisters made speclal provision
for the importation of Danish cattle lnto the
Federal Republic of Germany through 1965.

The Federal Republic will buy 16,000 head

to come infor force during the year after
ratiflcaticn by all signatories.

Negotiations for the conclusion of a commer-
clal treaty with Israel are to be resumed and
the same applies to Nigeria. Talks with
Tunisle are now in progress and preparatory
dlscussions are to be held with Morocco and
Algeria. Applications for some type of asso=-
cigtion with the Community have been submitted
by Kenya, Uganda and Tanganylka and will be
considered in 1964,

ty in some regions of that country.

The Community has been producing some 200,000
to 300,000 metric tons of olive oll and im-
porting 130,000 tons, of which 80 percent has
been going to Italy. The common fats policy
now compels Italy to abandon its high price
on vegeteble fats, since neither the present
high consumer price for olive oll nor the
present producer price can be maintalned.

An estimated $67.5 million will be needed to
carry out the new fats policy. It will be
obtained by a charge on fate used for human
consumption. Congumption in the Community
now amounts to about 2.5 million metric tons
of pure fats, implying a charge of 1.6 cents
per pound. For margarine, this would mean a
charge of 1.3 cents per pound.

In France, Germany and Belgium, the charge
will approximate only 5 percent and in the
Netherlands about 8 percent of the sale price.
Italy has kept the margarine price artificlale
1y high, and the common fats policy will force
Italy to reduce that price to a level approx-
imating prices in other Community countriles.

In terms of trade with non-member countries,
the new pollcy will not favor butter at the
expense of consumption of imported vegetable
fats, 80 percent of which are supplied from
outside the Community. Consequently, the
maintenance or expansion of imports will keep
pace with increasing vegetable fats consump-
tion.

annually in thls period, provided the cattle
do not reach the German market at a price
lower than the "gulde price" (see Glossary)
laid down in the new regulation.

The EEC Council of Minlsters has accepted the
abolition of milk subsidies.

However, Member States are permitted to grant




direct aids to producers where market prices
would not guarantee dairymen the income which
should result from the target price for milk.

The system 1s to be gradually brought into
line so that Member States = particularly the
Federal Republic of Germany and Luxembourg -
may eliminate such direct aids by 1966-57.
The target price for milk will be fixed for
the first time in 1966.

The EEC Commission has asked the Council of
Ministers for a directive on sanitary regula-
tlons and legal problems affecting meat pro-
ducts.

The objJective of the request is the establigh-
ment of uniform provislons to replace a con-
fusing variety of veterinary and food rules
and regulations in each of the member states.

Harmonization of health regulations under one
standard would assure consumers of meat pro-
ducts a better degree of protection.

ot ~ 4= > i N Bl e Avvean) xy A
Cost-Price Ratio Analyzed

At the direction of the EEC Commission (cee
Glossary) en analysis 1s belng made of the
ratio between the costs of items Community
farmers buy in order to produce and the
prices they receive for the commodities pro=
duced. A pilot survey led to this order
for a detalled analysis.

Completion of this survey will enable the
Common Agricultural Policy to reflect an un-
derstanding of the cost-price ratio in agril-
culture. Calculations may thus be made in
fixing both farm prices and the prices of
production equipment and the level of wages
for farm labor.
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GLOSSARY

EEC COMMISSION: The Commission (also known as
the Common Market Commission) consists of nin‘
members, one of which represents farm inter-
ests, whose task is to supervise the gradual
establishment of a full Common Market in
which trade restrictions will be abolished
and all goods, services, capital and labor
will circulate freely.

GUIDE PRICE: The price level to be sought for
beef., Member governments are to alm as close-
ly as pogsible at the guide price and keep 1t
in mind when framing their domestic policies
on the beef market. However, it is not a
guaranteed price.

INTERVENTION PRICE: The support price level
to be guaranteed producers by the Community.

TARGET PRICE: The base price for grains, de=
termined in the marketing center of the region
of the Community with the least adequate do-
mestic supplies. During the transition period
through December 31, 1969, target prices are
fixed for each member country separately and,
subsequently, for the Community as a whole.
They are fixed before the winter sowing and
come into force at the beginning of the mar—
keting season for the crop.

THRESHOLD PRICE: Used for calculating leviea,.
2 threshold price 1s fixed at a level that
will bring the selling price of imports up to
the target level in the Community region with
least adequate domestic supplies.
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